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But the methods of campaigning pursued by the 
Republicans this year—actively pursued only by a 
minority but silently acquiesced in and turned to account 
by virtually the whole party—have cast upon every 
Republican gain in this year’s election a light that, in 
European eyes, is inevitably sinister. For months the 
Republicans have been conducting against the Secretary 
of State, Mr Dean Acheson, a campaign that, from this 
distance, has seemed to be as scurrilous as it has been 
irresponsible. Mr Acheson is regarded in the outside 
world not merely as a good Secretary of State, but as 
one of the best that the United States has had in modern 
times—and this not because he has shown any undue 
partiality to his country’s allies, but because, together 
with his predecessor and former chief, General Marshall, 
he has given to American policy a consistency of pur- 
pose and an intellectual foundation which have brought 
new hope to the free world. It may be that distance 
makes it impossible to see his defects of bearing when 
under Congressional inquiry ; but distance also makes 
it impossible to see why such superficial niceties should 
weigh for anything in the balance against the world 
stature of a real statesman. Do not the Republicans see, 
in hurling their charges of incompetence and misfeasance, 
on grounds that carry utterly no conviction abroad, that 
they are undermining the very foundations of that con- 
fidence in the consistency and trustworthiness of 
American policy on which rests the hope of defeating 
Communism without war ? That such a campaign, not 
merely of dragging foreign policy into party politics but 
of spattering it with mud, should be tolerated by the 
leaders of a great party, must seem to many of America’s 
most affectionate friends to be bad enough. But that it 
should be rewarded by the electors is found by many of 
them to be downright alarming. 


x 


The spectacle has certainly not been an edifying one. 
And yet the alarm can easily be overdone. The American 
constitutional system is so devised that it puts a positive 
premium upon irresponsibility and wildness of language. 
A man can spend a whole lifetime in politics without ever 
having to carry the responsibility for any policy of the 

vernment. Yet, for all that, as the record of the last 

ew years abundantly shows, the system does work. For 
all the clamour and the nonsense, the right things are 
done, possibly not much later and certainly no less 
generously than they would be done under other systems. 


There is no good reason to believe that the result will 
be any different this time. The extent to which the 
American people recorded their votes against the foreign 
policy of the Truman Administration has been vastly 
exaggerated. There were some surprising Republican 
victories, but some unexpected Democratic victories too. 
Nor need it be assumed that every Republican gain is a 
step back to isolationism. Senator Taft has said that “‘ we 
can’t be isolationist under present circumstances ” and 
several of the newly elected or re-elected Republican 
Senators, such as Mr Duff of Pennsylvania and Mr Morse 
of Oregon, are convinced internationalists. 


It may be that, as a result of last week’s election, there 
will be some shifts in emphasis in American forei 
policy. Economic aid to other countries may 
scrutinised more carefully and the Far East may compete 
rather more strongly for attention with Europe. Some of 
these shifts in emphasis may seem, on this side of the 
Atlantic, to be unfortunate. But they do not seem likely 
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to go very far, or to be other than small in relation to 
the monumental structure of American policy that has 
been built up in the last few years. 


Any such judgment, however, must be provisionai 
An American election is a choice of men far more thar 
of measures, and just because the members of Congress 
are far less closely bound to a settled set of doctrines 
than are the disciplined members of a European party 
they are far more free to move under the pressure of the 
winds that blow upon them after they are elected. Events 
always have the most powerful and immediate effect upon 
Congressional opinions. And by events nowadays one 
means Russian actions. Hitherto the Kremlin has been 
infinitely the most effective assistant that the policy of 
closer collaboration among the free nations could desire ; 
the timing of Russian strokes to this end has been 
miraculously good. If the Russian course were now to 
be altered, any previous judgment about American policy 
would have to be revised. 


* 


The other gale that blows daily in full force upon 
American politicians and policy-makers is that of public 
opinion. In America, public ane is a prime mover on 
its Own account ; it is the effective means of resolving 
conflicts between the executive and legislative branches 
of the government—and of doing so, not simply at 
election time but every day. It is in this that the signifi- 
cance of Mr Gordon Gray’s report lies. His recommen- 
dations (of which a summary is printed on page 815) are 
most unlikely to be accepted as they stand by Congress ; 
they are not even a considered policy of the Administra- 
tion. But it is important that a political leader, assigned to 
the study of the problem, should find himself drawn to 
such well-rounded and liberal opinions. And it is very 
important that the Administration should think it wise 
to launch such a report upon public opinion in the 
obvious hope that it will serve as a text for the formula- 
tion of views on policy. 

It is difficult to pick any quarrel with Mr Gray's 
analysis or conclusions. , if American opinion in 
general were to follow the lead he has given, the rest 
of the free world would get all that it has a right to hope 
for from American economic policy. The countries of 
Western Europe would have continued dollar aid to help 
them rearm, aid not tied to military equipment, and 
perhaps not even to purchases in the United States, but 
general aid to help them carry the overall burden of 
increased military ion. They would also have an 
assurance that the United States, through its commercial 
and domestic policies, would make it easier for them to 
earn dollars. 


This is not, of course, the first time that an authoritative 
American voice has expounded the need for a liberal 
economic policy towards the rest of the world ; on the 
contrary, that has been the steady theme of academic 
thought in the United States for a decade or more. But 
there are several specific reasons for paying particula 
attention to this document. The first is precisely that 1 
is not academic ; this is the report of an active politician 
who knows what it is to deal with Congress, drawn uP 
in consultation with government nts who know 


the limits of the possible. The second is that Mr Gray 
carries the familiar argument into unfamiliar regions. . 
He is not afraid to attack the discriminatory shipping 
policy of the United States or—more daring—even the 
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sacred cow of agricultural policy itself. He sees the 
point that if the United States, in the name of “ stock- 
piling,” lays its hands on most of the scarce materials 
needed for the defence programme at the expense of its 
ers, western defence as a whole must suffer. Thirdly, 
the report shows a very real and sympathetic under- 
standing of the difficulties of other countries, particularly 
of Britain’s. It is rather a novelty in any American writ- 
ings, official or private, to find the sterling area treated 
favourably or the acknowledgement made that the coun- 
tries of Western Europe have ideas of value about the 
methods of assisting underdeveloped countries. Mr Gray 
realises, as few other Americans have done, that there 
must be an order of priority in the demands that are made 
on other countries, and specifically on Great Britain. 
Britain can be asked to do without free dollars, or to 
increase its dollar purchases, or to restore the converti- 
bility of sterling, but it cannot reasonably be asked to do 
all at once. 
In short, the nearer that American policy, under the 
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pressure of public opinion, approximates to the views 
of the Gray report, the better for all of us. The obvious 
next question is whether there is anything that can 

done on this side of the Atlantic to bring about such a 
consummation. And to that the answer is equally clear. 
What may now be offered, more fully than ever before, is 
a living partnership, with all the essential points that 
British representatives in Washington have struggled for 
years to put, at last recognised and accepted. But part- 
nership implies contributions from both sides, and there is 
no doubt whatever about the contribution that would be 
acceptable from our side. It is to be willing to take some 
risks, in the economic field as in the strategic, to make 
the free world work. The impression has grown up that 
to ask this of present-day Britain is to ask a great deal, 
but there is no reason why it should be so, even when 
it is asked of members of the Labour party, whose 
socialism has never hitherto been meant to exclude free- 
dom. But even if the price were heavy, would it be too 
large for the immense boon that is offered in return? 


Empire into Union ? 


HE Sultan of Morocco last week left Paris amidst a 
wealth of gun salutes and handshakes, but with 
nothing settled about the future relationship of the 


Moroccan protectorate to metropolitan France or to the — 


French Union. Only a month previously the three Indo- 
Chinese states of Viet Nam, Cambodia and Laos had 
disbanded from a four-month conference at Pau during 
which they had reached little agreement either with their 
French partner, or, indeed, among themselves, as to 
mutual economic relations. The two events combined 
are a serious setback for the French Union, though the 
nature of the setback is largely escaping the notice of 
Frenchmen. It is passing unnoticed—except among a 
very few—partly because of preoccupation with what has 
become a war with Mao Tse-tung in Indo-China, but 
partly also because the average Frenchman gives little 
thought to France overseas. The home country—la 
métropole—absorbs all his attention. When he uses the 
word empire he means the regime that ended with 
Waterloo or with Sedan. 


To understand the gravity of the setback it is necessary 
to know the shape of the Union into which the Fourth 
French Republic has been working to convert the former 
French Empire—an untried shape which it has written, 
possibly prematurely, into Chapter VIII of its Constitu- 
ton. By the terms of this Chapter, upwards of 69 million 
non-Europeans, living mainly in Indo-China (25 million), 
West and Central Africa (over 24 million) and North 
Africa (over 18 million) now “ rank as citizens equally 
with French nationals.” They have thus acquired rights 
which are to almost all of them brand new. The terri- 
tories in which they exercise these rights fall into four 

: first, metropolitan France, and the assimilated 
overseas departments which are run as if they were part 
of France ; secondly, the overseas territories, which are 
the former colonies ; thirdly, the associated territories, 
which are former mandates ; and lastly, the important 
group of the “ associated states,” which comprises the 

ies having international status and govern- 
ments -of their own—Viet Nam, Laos, Cambodia, 
Tunisia, Morocco. To enable all these to enjoy their 


new rights, the 1946 Constitution provided them with a 
hierarchy of three representative bodies. At the apex 
of the pyramid it set up a Higher Council (Haut Conseil) 
which was to consist of representatives of the home 
government sitting at a round table with representatives 
of the associated states. This body has functions of 
liaison, not of decision. Beneath or alongside it was 
created an Assembly of the French Union, consisting half 
of representatives of metropolitan France and half of 
elected representatives of the overseas departments, 
territories and associated territories. This plays an 
advisory role, advising the French Parliament on both 
legislation and administration in the overseas territories. 
The third rank of the hierarchy consist of a series of 
elected local assemblies—one in each of the overseas 
territories. 

The second and third bodies are functioning. The 
first—the Higher Council—has never been set up 
because the dependencies that were to join it do not all 
of them see eye to eye with Paris on the form that their 
link with France is to take. Three out of the five have 
joined the Union as it stands. In 1949 the three rulers 
of Viet Nam, Cambodia and Laos, feeling the breeze from 
the north, decided that French support was necessary for 
keeping order and holding on to office, and signed the 
relevant treaties. But Tunisia and Morocco have not 
followed suit. Though attached to France, and aware 
that they need a link with a friendly great Power, neither 
feels tempted by the form of relationship at present con- 
ceived by Frenchmen. Moroccan feelings on the subject 
are described in a note on page 796. 


Three Indo-Chinese states plus metropolitan France 
do not make an all-union Higher Council. - The whole 
neatly knit structure is therefore threatened from the top ; 
a body and legs lack an important headpiece. For, given 
the rate at which news and thought travel nowadays, what 
an associated state thinks today an overseas territory may 
well think tomorrow. If Morocco is unattracted by the 
idea of unity, Madagascar may become so. The French 
dilemma, to which point is lent by the abortive Pau Con- 
ference and the yet more abortive visit of the Sultan to 
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Paris, is as follows: must the structure of the Union be 
changed or can Frenchmen, in order to maintain it, take 
a more elastic view of their relationship with the 
developed and developing peoples of Asia and Africa ? 


That the latter process would be a painful one is clear 
from the history of the last few years. The Union, which 
is an admirable conception, sprang from feelings evoked 
during the war. Prewar France had managed its empire 
on a basis of assimilating its members to Frenchmen yet 
at the same time running them, in a paternal way, on a 
purely centralised basis—straight from Paris, and not 
worrying too much about the growing number of quasi- 
Frenchmen who were beginning to chafe at getting too 
little responsibilty. In 1940-44 the assimilationist side 
of the policy paid a handsome dividend. Despite the fact 
that France was divided, the educated élites of its Asian 
and African dependencies felt bound to it. Except for 
the mandated territories of Syria and the Lebanon, which 
were in any case on tiptoe for independence, no overseas 
dependency attempted to sever its link with the home 
country. A coloured governor-general—M. Eboué in 
French Equatorial Africa—was one of the first French- 
men to declare for General de Gaulle. At the end of the 
war the French were ready to recognise this loyalty. 

They first started to give overseas France its due at 
a conference of governors and officials convened at 
Brazzaville in 1944. These produced a draft that was 
coloured by their long-standing habit of centralisation 
and by their knowledge that large parts of their handi- 
work would fall to pieces if they loosened their grip too 
quickly. It laid down that secession was unthinkable. 
A second draft, produced by the broader-minded but 
less experienced First Constituent Assembly of 1946, 
bore the stamp of the French home politics of 
its period and laid down that the Union would be 
“freely entered into” and that its peoples could 
cut the link with France at will. The final text as 
adopted by the Second Constituent Assembly was the 
result of a series of compromises, and has endowed 
the proverbially logical French nation with some fine 
legal anomalies. But the chief point about it, for pur- 
poses of the present argument, is that it dropped the 
phrase about “ free agreement ” to co-ordinate, and pro- 
claimed that “ France, faithful to her age-long mission, 
will lead the peoples in her charge towards freedom to 
administer their own affairs.” In a word, France remains 
the leader, and has set no time-limit to this state of 
affairs. 

The extent to which the more advanced of the over- 
seas peoples concerned are failing to fall in with this 
plan is by no means all due to its design. _ It is being 
applied at an awkward moment ; all over the world, the 
peoples now courteously called “‘ underdeveloped ” are 
in a difficult mood. Some of the greatest weaknesses of 
the plan arise from faults in applying the machinery. 
For reasons that have been described, the Higher 
Council is a dead letter. Because some of the wheels of 
the Union have not been installed and others are not 
working properly, the men in charge overseas have 
tended to fall back—some of them not—unthankfully— 
upon old methods in order to keep the administration 
going from day to day. The Assembly of the Union, 
when it meets at Versailles, is an impressive sight with 
its wealth of races meeting on an equal footing, but it too 
is having its growing pains. For lack of concrete responsi- 
bilities such as the framing of legislation, it is apt to 
become a mere collection a debaters from areas whose 
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problems are often enough unrelated. A second draw. 
back is that too many of its home members are chosen 
for their services to party, too few for their knowledge of 
overseas France. Thirdly, membership of the national 
legislative bodies as well as of this central advisory body 
is, at present, apt to overtax overseas resources jp 
educated manpower. Lastly, the virtue of the experiment 
in Union is gravely weakened by instability in postwar 
home politics. Minister after minister—and there are no 
less than four in every cabinet with direct responsibility 
for running one part or another of the Union—seems un- 
certain what to do for the best. The result is that each 
concession to the rising tide of overseas nationalism js 
given under outside pressure, and usually too late to earn 
metropolitan France the gratitude it deserves. 


* 


It would be wholly unfair to write off the new system 
as a total failure. It presents the dependencies—and the 
French—with some immense advantages. In all colonies 
and trust territories, elected local assemblies now handle 
local matters; some governors freely consult these. 
Simultaneously with its inception, old and autocratic 
practices such as the exaction of forced labour and the 
application of a special penal code to indigenous peoples 
have been abolished. The Assembly of the French 
Union, when it gathers at Versailles, affords an excellent 
meeting ground for civilisations and ideas. 

But just as a meeting of Frenchmen and Indo-Chinese 
does not make a Haut Conseil, so a school for debaters 
does not make an Assembly of the Union. To come to 
fruition, both bodies need an infusion of new thought 
springing from the minds of Frenchmen. Otherwise 
the Assembly will, in rising degree, develop the lack 
of enthusiasm for unity which is already apparent in the 
story of the Haut Conseil. A revision of the pattern laid 
down in the 1946 constitution is not essential. It is the 
thought behind it that has grown out of joint with the 
times. 

Why are Frenchmen so nervous of forming a looser 
federation ? Is it because they are ridden by a postwar 
neurosis—the fear that someone will secede and by 
seceding expose the fact that France is weaker than it 
used to be ? Or is it because those who grasp the mood 


of Africans and Asians are too few in number to over- 


throw the powerful vested interests that are tugging 
in the other direction—notably the overseas adminis- 
trator (who weeps to think of his handiwork crumbling 
at the hands of backward peoples) and the overseas 
French settler (who is forever pulling strings in Paris 
because he fears dominance by an indigenous majority) ? 
Or it is because Frenchmen are congenitally incapable 
of thinking except in a pattern centred exclusively upon 
Paris ? It seems to an outside eye that France’s century- 
old policy of assimilation would, given a little mort 
elasticity, cause most of the peoples with whom 1t !s 
linked to pay to it, in the 1950s, the same tribute of 
esteem that they paid by not seceding during the lean 
forties. At present, only in Tunisia—the most adult of 
the associated territories—are there signs that French- 
men are capable of responding to local gestures and 
going half way to meet up-to-date aspirations. Els¢- 
where, they are ing at a door that Asians and 
Africans are but inexorably closing against all 
Europeans with a prewar ity. In conditions, 


surely an experiment in federalism would be worth a try. 
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The Controls—Il 


What Must be Kept ? 


T first article in this series ended with the argument 
that any attempt to provide a permanent legal basis 
for what are generically known as “ the controls ” must 
be based on a careful discrimination between the bad 
and the good, between the necessary and the unneces- 
sary, among the Government’s present powers. These 
are a legacy inherited by the present Government from 
its predecessors, and the inheritance had the characteris- 
tics of such windfalls. Some were found to be, at any 
rate in the opinion of Labour ministers, effective practi- 
cal implements against which there was little political 
feeling. In such cases, the defence regulations have 
already given place to improved models having the same 
urposes. Of this, the Exchange Control Act and the 
Borrowing (Control and Guarantees) Act are important 
examples. 


Many of the powers that have been retained in force 
by the Supplies and Services Acts and the Emergency 
Laws Acts are of different character. Some arc clearly 
stored away in the junk room, saved from jettisoning 
by the thought that “ they may come in useful one day.” 
Others are saved from rather a different motive. They 
correspond to the kind of article that the cautious house- 
wife keeps under lock and key and of which she is apt 
to say, in confidence, “ They don’t make that kind of 
thing nowadays.” That is certainly true of the defence 
regulations that confer thé power to requisition houses 
and that give a minister power to declare a strike to be 
officially an illegal one. In these cases the Government 
is keeping for peacetime purposes powers that would 
never have been given to it outside wartime conditions 
and would probably never be extended today if they were 
asked for separately and specifically. It is powers of this 
kind that have to be looked at most suspiciously. 


_ There is one general feature of the Supplies and Ser- 
vices Acts which should certainly not be repeated in the 
permanent legislation replacing them. When Parliament 
has given the executive a permanent right to amplify 
a statute by decree, it has customarily been only for the 
specific purposes of that statute. It had never before 
given the executive a general right to use a hetero- 
geneous collection of. emergency decrees for such 
purposes as the Government might afterwards find them 
Suitable. It is beside the point to argue that no British 
Government at present conceivable would misuse this 
general power to change legislation by decree. It is not 
Sufficient for a parliamentary democracy to act like a 
democracy ; it must also look like a democracy, and with 
that anything like the Supplies and Services Acts is, in 
normal conditions, incompatible. 


* 


Any legislation permanently conferring upon the 
executive the right to issue orders having the force of 
law should therefore be restricted to the delegation of 
defined powers ; the rights given to the Government to 

¢ orders and regulations under it should relate solely 
to purposes defined in the Act, and should not be left 





to be covered by the wider constructions that a future 
Government may choose to put on such vague phrases as 
“generally for ensuring that the whole resources of the 
community are available for use and are used in a manner 
best calculated to serve the best interests of the country.” 
The Bill now being drafted will, no doubt, give the 
Government power to ration consumer goods. But it 
should define the type of ration scheme which the 
Government is thereby entitled by order to apply to any 
suitable commodity. It should not give the Government 
the right to introduce such form of rationing as it may 
at any time choose. 

One other general point is of fundamental importance. 
If powers of this sort are to be permanent, then they 
should be made quite specific. If, over and above these 
specific and permanent powers, there is any need for 
wider, more general and vaguer powers, then they should 
be granted only for a year at a time. In other words, 
there cannot be unlimited powers, and every power 
delegated must have a close limit either of definition or 
of duration. The precedents for annual renewal are firmly 
established. Even during the last war the Government’s 
emergency powers, from which the present Supplies and 
Services legislation was derived, were renewed annually. 
But the most important precedent of all is the Army Act. 
The annual nature of the Army Act is now so old and 
sO unnoticed that it is easy to forget the concern for 
individual liberty that led to its establishment. Parlia- 
ment was then struggling to assert its own and the 
individual’s rights against the executive. It was deter- 
mined to erect enough barriers to prevent the tide of 
executive power from rising again. In fact, the tide has 
now risen, and, indeed, it is Parliament itself that has 
contributed most to the advancing claims of the executive. 
The old principles have become important again. In the 
early days of the modern state it was felt that liberty was 
made more secure if the King could not keep his standing 
army together for more than a year at a time without 
the express consent of Parliament. Today, equally, 
liberty will be more secure if the executive must each 
year obtain Parliament’s approval for any general reserve 
powers of control that are given to it. It is true that 
nowadays the executive is dependent on the popular will 
and that its abuses of power can be punished at the polls. 
But because the executive enjoys popular approval—in 
the sense of being preferred to the alternative—it does 
not in the least follow that it is never subject to the 
temptation to assume arbitrary power. On the contrary, 
it is only the grossest abuses of power that can be made 
issues at a general election ; over the whole wide range 
of a modern government’s activity the only safeguard is 
constant publicity and discussion. To confer unlimited 
powers without imposing on the executive the obligation 
to submit its powers for frequent confirmation is to take 
a bigger risk with liberty than need or should be taken. 


There are only two possible arguments for taking the 
risk and neither is convincing. It may be said that there 
is not enough Parliamentary time to debate a renewal Bill 
thoroughly each year. It is true that the purpose of 
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general powers is precisely to save parliamentary time ; 
it is this that, in abnormal conditions, makes them 
essential. But to this saving of time, when it is most 
important, there should be an offset when time is less 
precious. After all, what is here being suggested is not 
that every delegated power should be annually reviewed, 
but only that general residuum of powers that the govern- 
ment is not prepared to define in purpose and method. 
This surely, in ordinary circumstances, is not an un- 
reasonable demand to make upon the time of Parliament. 


If Ministers are working it too hard for that, then they — 


are not to be trusted with any sweeping delegation at all. 


It is impossible to give more weight to the other argu- 
ment against annual review which Dr Dalton used in 
the Commons last week. It was simply that annual review 
left the Government’s powers of control at the mercy of 
the House of Lords. The one certain thing about the 
present or any future second chamber in British politics 
is that it will never stand against the Government unless 
it has clear evidence that public opinion is with it. In 
any case, why should the argument be confined to con- 
trols? Is it really the position of the Labour Government 
that it will not permit discussion in the Commons because 
it is afraid of discussion in the Lords? 


It is on such general principles as these that both 
Government and Opposition must work if the perpetua- 
tion of controls is to take a satisfactory form. It will then 
be necessary to go through the existing emergency powers 
of government and decide, on the merits of cach indivi- 


dual case, what powers should be kept in what forms and © 


what should be dropped altogether. Public opinion 
should strongly resist any attempt at blanket perpetuation 
of powers that are not fully disclosed and individually 
justified. But the obverse is equally true: where the case 
can be made, the powers should be granted. 


* 


There are, first, some defence regulations that have 
done no more than make minor administrative changes 
in prewar laws or practices. Time has shown many of 
these changes to be convenient and non-controversial. 
Some were made permanent in 1945 and otliers in 1947. 
There are still others that can now safely be put into 


the same conegny Thus the Aliens Restrictions (Amend- 


ment) Act of 1919 laid it down that every competent 
officer on a British merchant ship should be a British 
subject. This requirement was relaxed in 1940, in the 
first place to cover the case of Denmark, by Defence 
Regulation 47c. This relaxation has so far been main- 
tained only under the emergency legislation, but unless 
one believes in a national closed shop there is plainly 
every reason why it should now be put on a permanent 
basis. There are a few other regulations of the same 
kind. The right course would be to sort them out from 
the controls and put them all into a separate permanent 
statute or possibly a separate part of the contemplated 
Bill. 

There are other regulations of which it is equally clear 
that they should be suspended entirely. The Govern- 
ment has already said that it will not take permanent 
powers to direct labour. It is equally unlikely to ask 
Parliament to allow it to go on declaring strikes illegal. 
It is hard to imagine many situations in which this power 
can be used for such prosecutions as were brought against 
the London gas strikers ; the main effect of the regula- 
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tions, creating a criminal offence where the offenders will 
very rarely be prosecuted, is therefore to bring the whole 
law into contempt. The merits of such prosecutions in 
any circumstances at all are highly doubtful. The regula. 
tion has been kept chiefly because it gives the Minister 
of Labour twenty-one days during which he can fend of 
awkward questions in Parliament, while he conducts 
flurried negotiations with resentful trade union leaders 
and militant unofficial strike leaders. This may be con- 
venient for the Ministry, but that is not an end sufficient 
to justify the means. 

The difficult questions concern the powers of economic 
control. Dr Dalton, in his vague outline of the Govern- 
ment’s intentions, dealt only with the easier cases. Any 
Government would at present retain in some form powers 
t> control prices, to ration consumer goods, to allocate 
raw materials, and to limit imports. That the use made 
of such powers should generally be very slight indeed is 
the best indication of a sound economic policy. But if 
that is true in most circumstances it is certainly not true 
always. As reserve powers to deal with particular situa- 
tions these controls have to be taken as permanent 
additions to the armoury of the state. What is important 
is to ensure that Parliament has an adequate opportunity 
of studying, and if need be debating, the orders through 
which such powers are exercised in specific cases. The 
case would be met if, within defined limits, there were a 
permanent power to make orders, but if the orders them- 
selves had a definite limit in time, after which they would 
have to come up for review. 


The more debatable economic controls are those by 
which the Government interferes not with the distribu- 
tion of goods, but directly with the industrial policies of 
private firms. Of these, the most important cases are 
the utility schemes, which still depend on defence regula- 
tions and which Dr Dalton did not mention. By their 
nature such powers give more discrimination to the 
executive than do, for example, rationing schemes ; their 
principles cannot be closely defined, and therefore they 
cannot be left to be applied to individual cases simply 
by order in the way that rationing reasonably can be. 
Things like utility schemes should therefore not be 10- 
cluded in any general legislation for economic controls. 
If it wants to keep them, the Government should be made 
to introduce a separate Utility Clothing Bill, a Utility 
Furniture Bill, and the like. 

A similar argument applies to the Government's pre- 
sent power, under a defence regulation, to limit the 
number of houses built for private ownership. That this 
number should be restricted to a fixed proportion of the 
number of houses built by local authorities 1s not 4 
generally agreed method of dealing with a shortage. It 
is a particular political policy. As such, the power of 
licensing private building should be embodied 12 4 
separate Housing Act. 

It is impossible in articles such as these to do more 
than suggest the different ways in which the various type 
of emergency powers should be dealt with. A morc 
detailed examination will be necessary when the Govern- 
ment comes to put forward its own proposals. In the 
meantime, there are important principles to be estab- 
lished not only about the powers the Government should 
have but also about the ways in which these powers 
should be exercised. ‘This will be the subject of a final 
article. 


(To be concluded) 
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NOTES OF THE WEEK 


The Sheffield Affair 


It would be a misstatement of fact to say that public 
opinion is profoundly disquieted by the handling of the 
Sheffield “ peace” congress. To judge by all the signs, 
public opinion is fairly solidly behind the Home Secretary. 
But whether public opinion is right to be so complacent is 
another matter—and to have the most serious doubts about 
that is not in the least to sympathise with the medley of 
saboteurs, stooges, and doubleplusgood duckspeakers (to 
quote the invaluable George Orwell) who found themselves 
inconvenienced and frustrated thereby. Considering the 
treatment meted out to would-be visitors to Communist 
countries, Communist protests reach new depths of hypocrisy. 


The only people with a right to protest are non-Communist 
British subjects. And it is disturbing how few of them feel 
moved to protest. It is not, indeed, a matter of black and 
white. There are presumably individuals who should not, 
on grounds of national safety in what is essentially a war 
situation, be allowed into the country at all, conference or no 
conference. Presumably, too, Mr Ede’s security officers are at 
least better placed to identify such individuals than are the 
general public. (It can also be argued that the Kremlin should 
not be given the propaganda value of such a conference in 
such a place at such a time—but that is an argument for 
refusing to allow any delegates in, not for accepting some and 
turning others away). 


These arguments have validity. It is when they result 
in so many of the delegates being refused admission that 
doubts begin. Mr Chuter Ede says he personally examined 
each case. But in doing so, was the right bias in his mind ? 
Did he remember, as he looked at each dossier, that every 
exclusion, however necessary, is an evil, a piece of illiberality, 
a denial of the great tradition to which he himself lately paid 
parliamentary tribute ? Did he draw the distinction between 
the holding of opinions, which ought to be free for all in this 
country, and the intention to commit hostile acts, which is a 
proper ground for penalising the native and excluding the 
alien ? Did he stop to ask himself what is likely to happen to 
democracy as a way of life if it once admits to being frightened 
of ae expression, in public meeting, of any opinions what- 
ever ? 

The numbers make it very difficult to give those questions 
the answer they ought to have. To Victor Hugo, in the last 
century, it was inconceivable that the day should come 

Quand méme l’Angleterre et méme Amérique 
Diront a Pexilé * Va-t-en, nous avons peur.’ 

It looks very much as if Mr Ede, in playing safe for the 

moment, was willing to run unjustified risks with the eternal. 


* * *” 


Dollar Imports 


_ The suspension of Marshall aid to Britain makes it more 
important than ever that both the British Government and 
its critics should clear their minds on trading policy. How 
far can Britain now go in relaxing import and exchange 
restrictions ? And, since few people seriously suppose that 
everything can be done at once, which changes in policy 
should be made first ? 

The Chancellor of the Exchequer has now admitted that 
some changes are inevitable or desirable. The present 
restrictions on dollar imports into the sterling area were 
designed to reduce them in July, 1949, by 25 per cent. Since 
4 memorandum by the International Monetary Fund, critical 
of the restrictions, 
explained that all the C 


leaked out at Torquay, Mr Ga-tskell has 
Commonwealth countries decided as 


long ago as September that the 25 per cent formula was out 
of date. But even then were they doing more than recognise 
that devaluation had made it out of date twelve months 
before ? The sterling area’s dollar imports have been cut 
not by a quarter but by a third, and they were cut more by 
the 40 per cent increase in their cost after devaluation than 
by administrative regulation. Mr Gaitskell insisted roundly 
on the sovereign right of governments to restrict other 
countries’ trade as they choose—in the light, of course, of 
their international obligations; the British Government 
would act on its own assessment of the dollar position and not 
on the views of the International Monetary Fund. 


This high-handed attitude seems unnecessary at a time 
when the sterling area is earning a dollar surplus. Would 
many more dollar imports in fact now be bought if the 
quantitative restrictions on them were considerably relaxed ? 
The Government’s concern to go on building up the sterling 
area’s dollar reserve even without Marshall aid is entirely 
right, but there seems some danger of forgetting the purpose 
for which it is right ; that is, eventually to enable the pound 
to stand again in a world of multilateral trade and convertible 
currencies. It now requires a considerable extra increase 
in the dollar reserve to justify a large continued departure 
from the rules of good trading conduct that we want other 
countries to practise. 


* x x 


One Law for the Government... 


It will be interesting to see what is the fate of the 
Festival of Britain (Sunday Opening) Bill, which Mr Morri- 
son presented last week. The Bill proposes not only that 
the exhibition areas and the “ Festival Pleasure Gardens ” 
should be open on Sundays from 12.30 p.m.—to which the 
Christian Churches’ Advisory Committee for the Festival 
agrees—but also that the “ amusement area ” (to the Govern- 
ment, “fun fair” to the general) should be open as well. 
Stage plays, variety shows, circus turns, boxing, wrestling and 
public dancing on Sundays are prohibited by the Bill, but 
the other attractions of the amusement area will be allowed. 


Anyone who remembers the controversy over the proposed 
opening of theatres on Sunday during the war will expect 
much the same fight over the present proposal for the 
Festival’s merry-go-rounds. Then, as now, the proposal was 
left to a free vote of the House, and it was defeated by a 
majority of eight. It remains to be seen, when the new Bill 
reaches the committee stage and the free vote on this parti- 
cular clause is taken, whether the disappearance of the 
Conservative majority in the meantime will affect the issue. 


It is possible to support this proposal for Sunday opening 
and yet be indignant at the circumstances surrounding it. 
If the Government, which according to Mr Morrison has no 
collective view on the opening of the amusement area, really 
wanted to do something constructive, it ought to have tackled 
the whole question of Sunday observance by repealing, or 
at least modernising, the contradictory and often hypocritical 
laws governing it. Many of the more stringent provisions 
owe less to the Puritans of the seventeenth century than to 
the panic that followed the Gordon riots of the eighteenth, 
and it is time the laws were considered afresh. As it is, the 
Government is giving the impression that it wants to repeal 
an archaic law only in so far as is necessary for its own 
particular interests. Together with the grant of dollars for 
the purchase of fun fair equipment, the Bill is one more 
example of the Government’s habit of considering itself above 
the law. 
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Stalemate in Korea 


The Chinese are now bent on getting the greatest pos- 
sible diplomatic advantage out of their intervention in Korea. 
In refusing to accept the Security Council’s invitation to 
discuss General MacArthur’s dispatch dealing with the 
movement of Peking’s troops across the Manchurian frontier 
into Korea, Mr Chou En-lai, the Chinese Prime Minister, 
has made a provocative counter proposal. He claims that, 
since the two questions of Formosa and Korea are closely 
related by virtue of American aggression in each case, they 
should be discussed together on the basis of China’s accusa- 
tions. A delegation, headed by Mr Wu Hsiu-chuan, was due 
to leave Peking by air for Lake Success on Tuesday, travel- 
ling by way of Europe ; it was appointed to take up the 
Security Council’s earlier invitation to come and talk about 
Formosa. Mr Chou En-lai, however, is barking up the wrong 
tree if he thinks that, having spent so much blood and trea- 
sure in fighting aggression in Korea, Washington is now 
going to be put on the spot itself. 

Therz have been two other important developments during 
the week in Korea, where, as with the Berlin blockade last 
year, world peace depends on neither side letting events run 
away with premeditated policy. First, the Chinese have 
stuck to their story that their troops on Korean territory 
are no more than volunteers, organised, moreover, not by 
the Government but by the Chinese Communist Party ; this 
leaves the Government room for manoeuvre without too much 
loss of face. Secondly, the United Nations forces, which last 
week were withdrawing before the reinforced North Koreans 
in order to consolidate their over-extended lines of communi- 
cation, have now begun probing forward again. In doing so 
they have so far met with only a patchy opposition, though 
they know well that considerable and growing enemy strength 
now lies between them and their final objective, the Man- 
churian border. 


General MacArthur is faced with a peculiarly exasperating 
and disappointing dilemma. On the one hand, enemy aircraft, 
as well as army reinforcements, are using inviolable Man- 
churian bases where they cannot be attacked by superior air 
power, one of the American’s strongest weapons ; the UN 
troops face a bitter and disheartening winter campaign when 


_ victory once seemed near ; and guerilla activity behind the 


lines is growing. On the other hand, the campaign cannot 
be wound up until the Manchurian border is reached, while 
to do this runs the constant risk that the Chinese may not 
only increase their reinforcement of the enemy very substan- 
tially, but that the flames of war may spread. The General 
Assembly decided on the unification of all Korea and the 
incident will not be closed until this has been accomplished. 
But it is worth recalling that the original purpose of UN 
intervention was to stop the North Korean aggression against 
the South and to prove to Russia that aggression does not 
pay. This has already been achieved, and it would be a pity 
to jeopardise the major aim for the sake of the minor. In 
that case the United Nations could do worse than to con- 
solidate temporarily on a front line across the narrow neck 
of the peninsula from Anju to Hamhung. This would also 
have the military advantage of turning the North Korean 
mountains into a buffer region where air power could con- 
tinue to be used against enemy preparations for attack. 


* x x 


Mr Bevin on the Soviet Offer 


In the House of Commons on Monday Mr Bevin, the 
Foreign Secretary, stated that, in consultation with Washing- 
ton and Paris, London is considering its reply to the Soviet 
Note of November 3rd, proposing another ing of the 


Council of Foreign Ministers on Germany. The Soviet Note 
had also drawn attention to the communique issued by the 
foreign ministers of the Cominform countries at Prague on 
October 21st, in which they glibly proposed a joint declara- 
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tion against German remilitarisation, the hastening of , 
German peace treaty and the formation of a constituent 
council for uniting Germany—as if none of these issues had 
ever been bedevilled at all by the Russians’ own tactics. M; 
Bevin rightly put himself on record alongside other western 
statesmen—including President Truman, recently at Sap 
Francisco—with the view that if the Russians want to get 
round a table to bring peace to the world they must first offer 
some proof at least of good will. In addition, he reaffirmed 
the British attitude that a discussion of this kind must also 
cover subjects other than Germany. 


As the Foreign Secretary pointed out, at the last meeting 
of the Council of Foreign Ministers—which was held in 
Paris eighteen months ago—a considerable measure of agree- 
ment was reached on the essential points for an Austrian 
peace treaty. But since that time Moscow has repeatedly 
and consistently dragged in new and extraneous issues which 
have made it impossible to complete the treaty. If the Rus- 
sians mean business on Germany, or indeed on any other 
fundamental topic, they have no one but themselves to blame 
if more is asked of them than mere words. In Austria the 
means to give proof of a change of attitude lies permanently 
available. 

Challenged by Mr Harold Davies, a Labour member, with 
the old plea for the wisdom of ing yet one 
more attempt to reach agreement with Russia, if necessary 
over the heads of the Americans and French, Mr Bevin made 
a tart reply which found approval throughout the House. 
He could not, he said, bring himself to discard his friends in 
such a risky proceeding ; the organisation of the western 
powers had reached a point at which it would be disastrous 
for the world as well as Britain if he threw them over in 
such a way. It is certainly true enough that even now, 
after all that has happened in the last three years, a doubt 
must sometimes creep into the mind whether everything 
possible has been done to try to get along with Russia—or 
(a slightly different point) whether some good might not 
come of trying again. It is true that some day (we must all 
hope) the Russians will be ready for a genuine settlement. 
When that time comes, their first approach will doubtless 
be as truculent as ever, and it would be a tragedy if it were 
turned down on that account alone. It is therefore a matter 
of judgment whether or not the time has yet come. Lord 
Salisbury, in the Lords on Wednesday, seemed to hint 
that he thought it might have—and he deserves to be 
listened to with respect. But most people’s judgment 1s in 
the contrary sense—M. Schuman’s and Dr Adenauer’s 
as well as Mr Bevin’s and Mr Acheson’s. And to treat as 
genuine an offer that is really only a tactical diversion would 
be to play into the Kremlin’s hands. The overwhelming 
balance of the argument is still on the side of making no 
concessions—even if it looks like rigidity. 


* * * 
Morocco and Paris 


The nature of the tightrope that is perennially walked by 
the Sultan of Morocco was never more obvious than during 
his recent visit to Paris. On the one hand, he must keep 
in with the French mentors without whose support he could 
not be sure of maintaining public order ; on the other, he 
must curry favour with the local Istiqlal (independence) 
movement of Arabs and Berbers who are by no means all 
of them his personal supporters. Upon arrival in France he 
lodged a memorandum and made a speech. While the speech 
struck, at points, a note of discontent, the memorandum was 
all readiness to negotiate. There followed, therefore, har- 
monious talks on such problems as the transfer to him of 
power to appoint local authorities ; the suppression of the 
present censorship ; the formation of unions under 
Moroccan control ; an increase in the powers of the Moroccan 
element in each ministry. On the eve of the Sultan’s depar- 
ture, however, he lodged a second document, and one much 
more to the Istiqlal’s palate. In this he asked for revision 
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of the treaty of 1912, which is the basis of French Morocco’s 
present status. The French think the 1912 treaty sufficiently 
elastic to meet all current needs. The meeting therefore 
adjourned without result. Conversations will be continued 
in Rabat. 

The Moroccan argument against the French technique of 
protection would be simple if all Moroccans wanted the same 
thing. It would be the cry—long familiar in the Middle East 
and Asia—for speedier education in self-government as a 
preparation for complete independence. But the issue is 
complicated by increasing evidence that the Sultan’s idea 
of progress towards this goal is different from that of the 
French or of the Istiqlal. Both the latter want the transfer 
of power from Paris to entail the creation of a democracy 
of classic type with a figurehead monarch. The Sultan’s 
idea is that any power transferred shall pass into the hands 
of a benevolent palace autocracy. 


The French therefore have good excuse for not moving 
too fast. But Frenchmen have no excuse—and the Sultan 
and Istiqlal are here both highly critical of their practices— 
for publicly planning as if Morocco were eternally their 
property. Great umbrage has recently been taken by the 
Istiqlal at some proprietary plans for armament industries 
on Moroccan territory. The Moroccans therefore have their 
excuses and grievances also. The triangle is one in which 
each of three partners is in a position to put the screw 
on the other two. A country in this situation tends to jog 
along without major change until some world cataclysm 
affords the chance for a crisis. But it jogs unhappily. 


* * * 


Two Views on the Planning Act 


__ It is now generally accepted that the financial pro- 
visions of the Town and Country Planning Act (1947) will 
not work satisfactorily. The compensation provisions are 
regarded as unfair by landowners and are not even satis- 
factory to the Government, which must shortly add to 
inflationary pressure by making a lump payment of 
£300 million. The development charge is a definite and 
depressive tax on most forms of private development. It 
Is assessed, moreover, by a new and apparently arbitrary 
method of valuation against which there is no appeal. 


The real choice is now between the repeal of the relevant 
parts of the Act and their drastic amendment. Both courses 
have been urged in recent proposals. The Federation of 
British Industries supports the suggestion, made earlier this 
year by the Royal Institution of Chartered Surveyors, for 
paying compensation not out of a global sum but by way of 
” deferred payment certificates,” issued for each individual 
piece of land which had development value when the Act 
came into force. The certificate could be encashed only 
when development was authorised (when it would be set off 
against development charge), or when planning permission 
was definitely refused. In this way compensation would 
be fairer, and the immediate (and perhaps the eventual) 
cost to the Exchequer reduced. The Federation also urges 
that the rate of development charge should be something 
less than 100 per cent. 


The case for complete repeal has been made in recent 


memoranda by the Chartered Auctioneers’ and Estate 
Agents’ Institute and (more contentiously) by the Association 
of British Chambers of Commerce. The institute argues 
that planning needs could be met by giving local authorities 
wider powers of control without liability to compensation, 
and by increasing Exchequer aid. On these conditions, the 
whole compensation and development charge scheme could 
be swept away. 

There is force in both sets of arguments. The basic 
defect of the Town and Country Planning Act is that it 
sacrifices all other considerations to that of making public 
planning powers effective. In pursuit of this aim it has 
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instituted a thoroughly bad form of taxation which would 
never be tolerated on its own merits. As a planning Act it 
is mainly good, as a taxing Act it is wholly bad. To amend 
or to repeal its offending sections in the ways suggested 
would probably reduce somewhat its effectiveness as 4 
planning measure ; but this would be at least a lesser evil 
than the stranglehold on development which the Act now 
threatens to impose. 


« * * 


Rents in Scotland 


For the first time for eleven years the Scottish Depart- 
ment of Health has published a white paper giving the 
rents of houses owned by local authorities in 1949. The 
corresponding figures for England and Wales have not yet 
been published. The Scottish figures show that average 
rents rose from £18 17s. 7d. in 1938 to {£22 8s. 7d. in 1949, 
an increase of barely 20 per cent ; the rent of houses built 
since 1945 averaged £28 6s. 3d.—an increase of about §0 
per cent over the prewar figure. For this the tenants of the 
new houses get a bigger and better house than they would 
have done twelve years ago. 


The white paper is not concerned with the costs of house- 
building nor with the difference between economic rents and 
actual rents. There is therefore no indication of the rate 
deficits incurred in keeping rents at these levels. Some 
comparisons can, however, be drawn from a paper read by 
the City Chamberlain of Dundee to the annual conference 
of the Scottish Institute of Housing earlier this year. Mec 
A. L. Imrie then said that, according to figures supplied to 
the Secretary of State by local authorities, the average cost 
of a four-roomed house in 1948 was £1,730. The annual 
outgoings on such a house to cover interest, repairs and 
administration were about {£80 a year. On this basis, with 
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an annual Exchequer subsidy of £23 a year and a rent pay- 
ment by the tenant of £28, the residue to be met from rates 
is {29 a year. This is about four times the size of rate 
subsidy which was anticipated when the Exchequer subsidies 
were calculated in 1946. 


The argument must not be pressed too far, for 15 per cent 
of the dwellings built in Scotland since 1945 have 3 apart- 
ments or less (compared with 71 per cent in 1938). Buta 
system whereby the distribution of cost between local 
authority, Exchequer and tenant is in anything like the pro- 
portion of 29 to 23 to 28 plainly needs revision. 


t t * 
Staffing the Hospitals 


The Minister of Health’s circular to hospital authorities 
on the number of senior registrars and registrars that they 
ought to employ has come as a shock to those concerned. 
But it was not altogether unexpected, for a survey of the 
medical staffs of Scottish hospitals, published some months 
ago, had shown that there were far too many registrars in 
relation to the likely number of vacancies for consultants. 
The registrar grade is, as the Minister’s circular says, 
accepted as a training grade for consultants, and it is conse- 
quently “not justifiable . . . to multiply training posts 
regardiess of the probable needs for the recruitment of 
trained men.” 


Drastic reductions are therefore laid down. In England 
and Wales the number of senior registrars should not exceed 
600, and the number of registrars 1,100, whereas at present 
there are about 1,400 in each grade. But however logical 
this reduction is, when viewed against the 150 vacancies a 
year open to the senior registrars at the end of their third 
year in that grade, there is another side to the question which 
the Ministry of Health hardly seems to have considered. In 
practice, a great many, if not most, of the 2,800 registrars, 
particularly the senior registrars, are not being trained for 
their specialties so much as practising them—and thereby 
shouldering a large part of their hospital’s responsibilities. 
If their numbers are to be drastically reduced, who is going 
to do their work ? Who, in particular, is going to teach the 
medical students—which is one of the registrars’ tasks in 
the teaching hospitals? The Ministry’s suggestion that 
suitably experienced general practitioners could be appointed 
on a part-time basis is no answer because, for the most part, 
it is full-time service that is needed if the work of the 
hospitals is not to be reduced. 


There could hardly be a better example of unplanning in 
the health service. The present inflation of registrars is, 
after all, largely the result of the Ministry’s encouragement 
to demobilised doctors to undergo training for a specialty 
because of the expected needs of the health service, and they 
were given Government grants to do so. The hospitals had 
been surveyed, and the number of consultant staff wanted 
should therefore have been known. Now, without even 
waiting for the results of its own general review of hospital 
establishments, the Ministry is in effect telling the registrars 
whom it encouraged to specialise that they ought to have 
chosen general practice instead, while at the same time it is 
telling the hospital authorities that the registrars’ place can 
be filled by general practitioners. 


* * x 


Trouble in Nepal 


Since the British Raj in India came to an end three 
years ago, both India and Pakistan have gone far in the 
administrative absorption of the numerous princely states 
formerly subject to British “paramountcy.” Two states, 
however, Nepal and Bhutan, were in a ial position. 
Secluded in the valleys and foothills of the Himalayas, these 
kingdoms were reckoned outside the system, 


and their relations with India had not hitherto provided for 
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any supervision of their internal ‘affairs. Bhutan has now 
acceded to the Indian Union, but Nepal remains an indepen. 
dent state. It has a social and political order which jg 
decidedly archaic and “feudal” as compared with present. 
day India ; this resembles the Japan of a century ago in that 
the titular monarch is virtually without power, while an auto. 
cratic government is carried on by a hereditary prime 
minister. In such a situation there is a tendency for the 
king to ally himself with a party of reform against the vested 
interests represented by the “ Shogun,” and it appears that 
this has happened in Nepal. 

The sympathy shown by the king and members of the 
royal family for the forces of discontent organised by the 
Nepal National Congress caused the prime minister to take 
action against them. The king sought safety in the Indian 
Legation and has now arrived in Delhi, while his grandson, 
a child, has been proclaimed king in his place. The sequel 
has been civil war in Nepal. There is no proof that such an 
outbreak of disorder south of the Himalayas, at a moment 
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when a Communist army is advancing into Tibet to the north, 
is more than coincidence. But a dangerously significant 
pointer is that the phraseology of the Nepalese Congress 
programme reads not unlike that which the Communists 
themselves habitually use. Nepal, moreover, has sometimes 
been referred to by the Soviet radio as a British and American 
base. The infiltration now going on from India would pro- 
vide ready scope for Calcutta agents to take a hand. 

The Indian Government has not officially taken up any 
definite attitude towards the conflict in Nepal, but the 
sympathies of some members of the Indian Congress Party are 
certainly with the Nepal National Congress and its demands 
for constitutional government. Apart from the ideological 
disapproval for the old-fashioned princely regimes of India 1n 
a movement based on democratic republican principles, there 
is an obvious Indian interest in the stability of Nepal, pat- 
ticularly at a time when Chinese Communist troops may be 
expected at amy time to establish themselves on the Tibetan 
frontiers of both Nepal and India. At first sight this interest 
might appear to imply a policy of propping up the existing 
regime in Nepal. But this regime is so narrowly based that 
Delhi may take the view that a more popular form of govern- 
ment would make Nepal in the long run more resistant t0 
Communist infiltration, even at the cost of temporary dis- 
order. Delhi may have to beware, however, of supporting 4 
movement which might ultimately play into Communist 
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Tibet—the Legal Aspect 

Tibet has now made a direct appeal to the United 
Nations against the Chinese invasion of its territory. The 
appeal was cabled from Kalimpong, just over the Indian 
frontier, to Mr Trygve Lie, the Secretary-General, and it is 
understood that it will have the support of India for inclusion 
on the agenda either of the Security Council or of the 
Assembly. The legal position, however, is still somewhat 
obscure. No nation has hitherto recognised Tibet as a 
sovereign state, and China claims that its military operations 
there are a purely domestic affair. On the other hand, Tibet 
has in fact enjoyed complete independence from China for 
38 years, that is to say, since the Chinese garrisons were 
driven out by a Tibetan revolt in 1912. Normally in inter- 
national law so long a period of effective independent 
existence as a national state carries with it de jure recognition. 
In this case, however, the question of Tibet’s international 
status was left wrapped in a cloud of ambiguity owing to the 
policy of the British Government—which was inherited by 
India with the transfer of power in 1947. 


Desiring to maintain the actual independence of Tibet as 
a buffer state between India and China, without giving 
offence to the Chinese Republic, which claimed all the terri- 
tories of the former Manchu empire, Britain invented the 
formula of Tibetan autonomy combined with Chinese 
“suzerainty "—not sovereignty—over the country. Since 
no countries except China, India and Nepal had common 
frontiers with Tibet, no other powers were concerned with 
the matter. The formula worked well enough as long as 
China was too weak or apathetic to enforce its claims on 
Tibet by military means. But now that China has both the 
strength and the will to do so, the formula is useless as a 
diplomatic instrument. “ Suzerainty ” is a concept outmoded 
in modern international law, which nowadays requires that 
a state either has or has not sovereign rights over a given 
territory. The Chinese Communists themselves repudiate 
the concession of “ suzerainty,” rightly classifying it as a 
feudal conception ; they declare that Tibet is simply a part of 
China, and that it is for China to decide what degree of local 
autonomy it may be permitted to have. 


If the United Nations regards Tibet simply as a part of 
China, it must decide that it has no jurisdiction over Chinese 
“police action” there. If on the other hand, it follows the 
precedent of its action over Indonesia, it will assert juris- 
diction. The Security Council refused to accept the Dutch 
contention that their conflict with the Indonesian Republic 
was merely a domestic affair of the Netherlands, in spite of 
the fact that none of the nations represented on the Security 
Council had then recognised the Republic as an independent 
state, or had formally repudiated Dutch sovereignty in the 
Netherlands East Indies. It was held that the Indonesian 
Republic existed de facto and that the war in Java was a dis- 
turbance of international peace. If two years of effective 
independence were enough to gain recognition for Sockarno’s 
ne. surely thirty-eight years of freedom sho'd obtain 
it for Tibet. 


* ® * 


Italy and Germany 


The forthcoming visit to Rome of Herr Adenauer, the 
West German Chancellor, marks a new step in Europe since 
the war. It will not only be the first formal trip abroad by 
the head of the German Government, but the choice of Italy 
or the occasion suggests the re-emergence in postwar Euro- 
pean politics of an old alignment. Memories of the Berlin- 

me Axis inevitably spring to mind at the mention of 
German and Italian association ; it is after all only five and a 
years since the Axis was broken. The new ties between 
these two countries, however, are based on a very different 
Philosophy of life ; both Rome and Bonn are trying to get 
through a gr uelling period of political, economic and psycho- 
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logical convalescence by resort to the salutary forces of 
Catholicism and democracy. Like other political associates, 
Christian Democrats may now gain confidence in themselves 
by shaking hands across the shrinking frontiers of Europe. 
And it is good that the Germans and Italians should be doing 
so in their present moods ; it is certainly far better that men 
like Herr Adenauer and Signor De Gasperi, the Italian Prime 
Minister, should give the lead than that it should be left to 
former Nazis and Fascists—whose link has never been 
entirely broken. 


This rapprochement has, in fact, made considerable pro- 
gress during the summer and autumn. The West German 
Minister for Economic Affairs and the Bavarian Prime 
Minister both visited Rome last month, while Signor Gonella, 
Italy’s influential Minister of Education, recently attended 
the German Christian Democrat congress at Goslar. The 
two countries, moreover, have a considerable range of 
common interests and problems, including the Schuman 
Plan. Their economic links, indeed, are increasingly valu- 
able to them, as is shown by a new {100 million trade pact 
just signed in Rome. Italy has lately regained some of its 
former importance as a market for German machinery, 
chemicals and an annual 3} million tons of coal, while a 
significant part of the flow of Italian agricultural exports is* 
shifting to Germany instead of Britain ; one sign of the times 
in Milan, for instance, is the increasing number of jobs 
advertised for which German speakers are required. 

There has been a natural tendency since the war to think 
and speak of a Western Europe in which France, Britain, 
Benelux and the Scandinavian countries set the pace. But 
Italy and the Federal German Republic between them con- 
tain all but 100 million people. It would be blind as well as 


futile to expect Europe’s centre of political gravity to remain 
pec P po: g y 


exactly where it is, once these two countries have completely 
regained their rightful status among the nations. In spite of 
the Atlantic Pact, Italy’s rearmament is still limited by the 
peace treaty. Apart from anything else, Rome and Bonn 
have it in common that they share the front line of Western 
Europe without even normal forces of their own. 


* * * 


The Future of GATT 


The current discussions at Torquay (a full account is 
given on page 832 have again brought to the fore the 
anomalous position of GATT, the General Agreement on 
Tariffs and Trade. This organisation was established at 
Geneva in 1947, its purpose being to provide a temporary 
framework for negotiations and discussions until such a time 
as the Charter of the permanent body—the International 
Trade Organisation (ITO)—was ratified by the major trading 
nations. So far the world’s largest trader, the United 
States, has failed to ratify the ITO ; there is little prospect 
that the American Congress will do so and with this defection 
it is unlikely that the ITO will ever be launched. 


How far GATT can carry out the tasks intended for the 
ITO depends primarily on two things: first, the readiness 
of Congress to renew the Reciprocal Trade Agreements 
Act which enables the American Administration to negotiate 
further reductions in the American tariff and second, to what 
extent the other member countries find it expedient to 
co-operate in lowering world tariff barriers. At the moment 
it is the second of these two limitations which is occupying 
the attention of the Torquay delegates. 


Although each conference of GATT sees the arrival of 
more participants, some of the founder members are showing 
little inclination to further the object of the work. The 
restrictionist behaviour of France, if persisted in, threatens 
not only to block additional gains but even to put in motion 
a series of retaliatory measures which will wipe out some 
of the hard-won advances of the past three years. In an 
attempt to shake French recalcitrance, it has been suggested 
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that at least within the Marshall Plan area, no more auto- 
matic benefits should accrue to France by virtue of the 
most-favoured-nation clause; wherever a new market is 
opened to French goods, France should be compelled to 
provide its partners with a suitable quid pro quo. 

If GATT succeeds, it will be a lonely but encouraging 
tribute to the possibilities of voluntary association. GATT 
is not a United Nations body, it has no richly endowed and 
numerous secretariat and it has no more chance than ITO 
of becoming a ratified institution. Those nations who further 


its good work take part as sovereign bodies motivated by 
enlightened self-interest. 


* x * 


The Technologists’ Riddle 


The game of “ when is a technologist not a technician 
...” has been played with varying results by nine committees 
since 1945—four of them governmental. A tenth—the 
National Advisory Council on Education for Industry and 
Commerce—has now produced yet another answer by pro- 
posing* the establishment of a Royal College of Tech- 
nologists. If technological education does not improve it 
will not be for lack of suggestions. The college would be 
neither a teaching nor an examining body, but would have 
power to inspect the staffing and teaching arrangements at 
technical colleges, to control the syllabuses, and to approve 
the conditions for examinations. If a course at a particular 
college was satisfactory to the Royal College in all these 
respects successful students could win awards. These 
would be of two standards—comparable, it is hoped, to 
ordinary and post-graduate degrees at the universities. 


There is much to be said for a new Royal College and 
its awards. The present arrangements for National 
Certificates and the external degrees of London University 
are far from satisfactory. In some branches of technology 
no degree is available. But the report is obscure about the 
differences in content and purpose between degree courses 
in technological subjects at universities and advanced courses 
in the technical colleges. If some technical colleges really 
can recruit staff capable of teaching fundamental science 
and of doing research, and if they can also obtain suitable 
equipment and accommodation, then they will come very 
near to being technical universities. But if, as is more 
likely, they fall short of this goal, the Royal College’s 
awards would not in fact have the value of university degrees. 
This is not an argument against trying. The technical 
colleges are at present so far from the universities that any 
carrot that can be hung before this very reluctant donkey 
is welcome. What must not be expected is that the donkey 
will turn into a thoroughbred, or indeed that the technician 


will be made a technologist by tying a new pedigree round 
his neck. 


Industrial Design and the Festival 


The fifth Annual Report of the Council of Industrial 
Design continues its predecessors’ story of unsensational but 
lively, ingenious and at the same time solid work. Broadly, 
that work follows three lines: the improvement of design 
by the direct encouragement of designers and by advice to 
manufacturers, retailers, publishers, and so on ; the education 
of the public in the appreciation of good design, by exhibi- 
tions, publications, and co-operation with schools and univer- 
sities ; and the raising of British industrial prestige abroad 





*The Future Development of Technological Education. 
HMSO, Is. 
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by publicity for the achievements of contemporary indys,;; 
(or handicraft) designers. porary industria] 


This year all three lines have to a great extent merged in 
the work which the Council, and particularly its Industria) 
Division, are doing for the Festival of Britain, which account; 
for a considerable increase in its staff and its budget. There 
could hardly be a more important contribution. While jt js 
true enough that good design is much more than skin dee 
that it concerns function as well as appearance and indeed 
before appearance, it is nevertheless generally at first impact 
tliat the difference between good and bad design is most 
apparent. For visitors to the Festival the first impact, the 
shop-window impression, will in general be the only one; 2 
badly or indifferently designed exhibit, whatever its Sterling 
qualities of material and workmanship, will get little credit 
for them. The reputation of British design, for a long time 
regrettably but understandably low, is on the upgrade—a 
development for which the Council ceserves a good share of 
the credit. It could easily suffer a setback were there 2 
preponderance, at the South Bank Exhibition, of the kind of 
uninspired, bogus or actively hideous products which the 
normal consumer still finds it so difficult to avoid. No such 
preponderance, fortunately, is probable ; and it is a relief to 
hear that the Council has appointed a committee to examine 
the design of Festival souvenirs offered for sale in the South 
Bank exhibition. In no field is there more room for im- 
provement ; and a souvenir remains when the impression 
of a display has faded. As usual, the Council’s report has 
eight pages of pleasant illustrations and itself demonstrates 
that good design, like charity, begins at home. 







































Mayhew’s London 


In general the public mind is too well aware of the 
amount of individual wretchedness that must prevail 
among a dense, artificial, and highly-vitalised population 
like that of England, not to receive with ready belief the 
assertion and the description of this wretchedness. Where 
there is great inequality of wealth, there will be startling 
contrasts of comfort and condition ; where masses are 
crowded together in the lanes and courts of great cities, 
there must be much squalid misery, which for the most 
part lives and dies unseen, but occasionally forces itself 
upon public notice in a manner noi to be forgotten or 
put by. . . But when the Morning Chronicle put forth its 
graphic delineations of the 30,000 needlewomen, and 
23,000 journeymen tailors of the metropolis, such a vast 
proportion of whom were said to be starving on 23d. a 
day, and enduring the strangest varieties and the deepest 
extremities of human wretchedness—the tailors imprisoned 
by the sweaters, working for nothing, and starved on 2 
scanty allowance of tea and bread and butter—the needle- 
women, driven by hundreds to eke out the earnings of the 
needle with the wages of prostitution—the public stood 
utterly aghast, unwilling to believe, yet unable to disprove, 
statements promulgated by a journal of high repute, and 
attributed to a gentleman whose zeal, diligence, and capa- 
city it was impossible to question. By degrees, however, 
a few facts peeped out, and a few considerations presented 
themselves to men’s minds which gave reason to hope 
that much of this misery may have been exaggerated. 
If we have hitherto entertained a doubt as to the value 
of the reports which, it appears, were contributed by 
Mr. Mayhew to the Morning Chronicle . . . we now 
cannot hesitate entirely to refuse . . . to accept any large 
or startling body of facts on the testimony of so wild 4 
speaker and so illogical a thinker. 


The Economist 


November 16, 1850 
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More Czech Goods for Russia 


A new five-year Czech-Soviet trade agreement was 
si in Moscow on November 3rd in what the official 
communiqué called “an atmosphere of mutual friendship 
and understanding.” It provides for a striking increase in 
the volume of Czechoslovakia’s trade with the Soviet Union, 
which, together with trade with the “ people’s democracies ” 
already accounts for 53 per cent of its imports and 55 per 
cent of its exports. The general effect of the agreement will 
be to accelerate the already rapid development of Czech 
heavy industry at the expense of the traditionally important 
consumer industries and to harness them still more firmly 
to the fulfilment of Soviet demands. It is clear that the 
strain on the Czech economy—already suffering from a too 
rapid and drastic orientation towards the east—will be great. 


The production goals for the second half of this year (the 
first year of the five-year plan) were considerably stepped up 
in the summer, and they are not all being reached. Heavy 
engineering, in particular, has, as President Gottwald 
euphemistically put it, “failed to uncover hidden reserves.” 
Coal production fell in September and October and 
absenteeism in the mines has risen in spite of special bonuses 
and the urgent exhortations of the Czech leaders. Through- 
out industry there are signs that the drive to secure greater 
productivity is meeting with little response from workers 
who have had their production “norms” raised too many 
times already. The Government has, indeed, felt it neces- 
sary to promise that after one last revision, norms will 
remain stable until the end of 1951. Party members are 
now busy overcoming what Rude Pravo calls the workers’ 
“initial mistrust ” of this final revision. Czech leaders have 
never attempted to disguise their anxiety over the acute 
manpower shortage which they are trying to overcome largely 
by an intensive campaign to recruit women into industry. 
Mr. Erban, Minister of Social Welfare, referring to the 
fulfilment of the five-year plan, admitted recently “ that 
without the assistance of our women we would remain stuck 
half-way.” 

On his return from Moscow last week, Dr Gregor, the 
Minister of Foreign Trade, is reported to have claimed that 
the greatly increased Soviet orders would guarantee full 
employment in large sectors of the economy and would 
necessitate an expansion of production. These are curious 
grounds on which to recommend the new agreement to a 
country which is already suffering from an acute labour 
shortage and which is having a hard struggle to achieve the 
production targets already set. It seems doubtful whether 
the Soviet plan to secure a higher output from Czech 
heavy industry by pumping in greatly increased quantities 
of iron ore, copper ‘on other raw materials will be very 
successful so long as industrial conditions in Czechoslovakia 
continue as at present. 


® * * 


Thorez goes to Moscow 


The weird flight to Moscow in a special Soviet plane 

Maurice Thorez, leader of the French Communists for 
last twenty years, is a reminder of the way in which 

Dimitrov, the former ian Premier, was whisked 

in 1949. Thorez has been seriously ill for 
ing from a partial paralysis of 

far as is known, he has received 
attention in F: and could certainly 
ve expected to go on obtaining the best available treatment 
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M. Thorez headed east for a clinic and a rest cure in the 
Soviet Union—accompanied by his wife, unexpectedly by 
M. Lecoeur, his possible successor as Secretary-General of 
the Party, and by a Russian neurologist. 


No proper announcement has been made of the reason for 
this carefully prepared demonstration of the long arm of 
Soviet power. Presumably we are left to draw the con- 
clusion that the West either cannot or will not provide a 
prominent Communist with proper medical care, while the 
Soviet Union, on the other hand, is not only better equipped 
than the West, but will see that its faithful followers have 
the benefit of these advantages wherever they may be. Yet, 
this, of course, is by no means the whole story. M. Thorez 
has had to go to Russia because the Kremlin does not like 
to leave him on the loose in France. Two possible explana- 
tions have been advanced. Either the French Communist 
Party expects to act in the near future in such a way that it 
will be driven underground, and so could not cope with a 
sick leader ; or—more likely—the Kremlin fears that, in his 
weakened state, M. Thorez may lend his valuable support to 
the recalcitrant “ Titoist ” and dangerously nationalist section 
of the party. 


The Kremlin’s fears are a reflection of the decline which 
has lately taken place in the prestige of Communism in 
France. The party is now reported to number only 700,000 
members compared with over a million soon after the war, 
and to be seriously divided into pro and anti-Soviet factions. 
Indeed, there are fortunately now grounds for hoping that, 
if French recovery continues, the Kremlin may possibly be 
justified in fearing a decline in the Communists’ voting 
strength of five million—and 180 seats—at the elections 
next year. 


Shorter Notes 


The House of Commons debated on November 8th an 
adjournment motion concerned with the employment of 
Communist teachers in schools. The kernel of the argument 
turned on the question of evidence—evidence that Com- 
munist teachers abuse their trust. Mr Hardman in replying 
to the debate was less than fair to those who are concerned 
with this issue in its wider implications. He claimed that 
the Ministry of Education had no evidence of abuse, and 
that in the absence of evidence his Ministry remained un- 
moved. It may well be that the Ministry of Education should 
take no action itself. That does not debar a Minister from 
expressing some understanding of the problems of local 
authorities responsible for appointing teachers, and more 
particularly headmasters, who are known to be Communists. - 


* 


It is regretted that the note on “ Liberal Voters” in The 
Economist of November 11th was based on an inaccurate 
report in a daily newspaper of the voting at Oxford. The 
Conservative poll at the by-election was in fact bigger than 
at the general election by 75 votes, not by 1,875. This 
greatly weakens the conciusion that the Conservatives this 
month gained considerable support from the Liberal voters 
of February. 


® 


An article in The Economist last week on Persia’s new 
trade agreement with Russia mentioned that the Persians 
had succeeded in arranging that trading should take place 
through five government agencies. It now transpires that, 
though the Russians were ready to agree verbally to the 
establishment of these agencies, they insisted that no mention 
thereof should appear in the text of the agreement. Some 
Persians are beginning to feel that so loose an arrangement 
bodes trouble for the future. 
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DO DOCTORS TALK T.I.? 


This has nothing to do with a National Bedside Manner. 
All doctors talk TI, whether they know it or not. For one 
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thing, TI specialise in precision tube, which turns into useful things tike walling room chairs, hypodermic 


needles, operating tables, thermometer cases, delicate instruments, 
or intricate medical research apparatus. For another, TI supply 
oxygen and other gas cylinders, those versatile aluminium alloys, 
and special lighting and heating equipment. You probably race 
out for the doctor on a TI cycle, and your doctor hurries to your 
home in a car which is a moving catalogue of TI ingredients. Tell 
him when you catch your next cold. ... 


The letters TI mean Tube Investments Limited, 
of The Adelphi, London, W.C.2. (Trafaigar 
$633), They also stand for the thirty producing 
companies of the co-ordinated TI group, makers 
of precision tubes, of bicycles and components, 
of wrought aluminium alloys, electrical appli- 
ances, pressure vessels, paints, road signs, metal 
furniture . .. and essential mechanical parts for a 
thousand and one things which everybody uses. 
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@ THE SURNAME OF A THOUSAND THINGS 


accustomed reference to 


Whenever Export figures are quoted there comes the 
‘expert British Craftsmanship’. 


. have you ever stopped to ask yourself... 


“Who are Britains Craftsmen?” 


Introducing Billy Mann. Fifty-three 
years a ‘hand sewn maker’. He 
produces a special type of light fashion 
shoe for ladies. One of the reasons why 
Footwear ranks high as a special item 
in the Export List. * 

But . . . does craftsmanship mean only 
handcraftsmanship? The production 
of the fine grade leather used by the 
‘hand sewn maker’ is also the work 
of craftsmen . . . although one may be 


Monsanto make over 200 chemicals for use in industry. 




























* Jllustrction: Courtesy 
of Mr. W. Mann 
and Start-rite Shoes, 
Norwich 


unable to spotlight one man or one 
part of the process. And must there 
not be craftsmanship at every stage 
if the finished article is to be a 
masterpiece ? Monsanto think so 
and follow this rule in making 
chemicals for a long list of 
British industries. Monsanto 
chemicals for tanning play a 

vital part in the prepara- 

tion of fine leathers used 

by the ‘hand sewn maker’ 


Of widely varying application, they all conform to the a 7 iff 
highest standards of craftsmanship in chemical manufacture 5 ULL 


MONSANTO CHEMICALS LIMITED 
8 Waterloo Place, London, S.W.1 
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Transport in Trouble 


Sir—I read with interest the article 
on “Transport in Trouble e in your 
issue of September 23rd. With a great 
deal of it I entirely agree. However, 
I should like to answer the questions 
you raised about “Whether any advan- 
tage has been gained, or is likely to be 
gained, from a separate Docks and 
Canals Executive, performing functions 
that the former railway companies 
managed to perform with reasonable 
success and probably greater economy 
in the ordinary course of their duties.” 


Perhaps it would be as well to state 
what exactly the duties of the Executive 
are; They are mainly three: to take 
over and administer all railway-owned 
trade harbours; to take over the prin- 
cipal waterways and canals in Great 
Britain ; and to keep under review, under 
Section 66 of the Act, dock and harbour 
authorities throughout Great Britain and 
to prepare alternative schemes for their 
administration where these are deemed 
necessary after consultation with all 
concerned. 


In considering these three aspects it 
has generally been recognised for some 
time to be in the public interest to sever 
railway-owned trade harbours from the 
railways; and ‘on investigation we have 
proved that this has been fully justified 
and generally has been welcomed at the 
ports concerned. At last these ports 
have been put on their own feet and the 
actual costs of running them ascertained, 
facilities have been thrown open to road 
and water-borne traffic, and perhaps 
finally, development has no longer been 


hampered by the exigencies of railway 
finance. 


_Among other docks taken over are the 

six ports in South Wales ; the Humber 
Docks, including Grimsby and Imming- 
ham; Fleetwood and Barrow; the 
Hartlepools and Middlesbrough ; 
Grangemouth and, lastly, Southampton. 
In every case the changeover has been 
smooth, without friction, and in nearly 
all of them a new spirit has been gene- 
fated of enthusiasm and progress. 
Already the financial results have shown 
the advantages of the change. 


_ With regard to canals and river naviga- 
tions, only a minority of these was rail- 
way-controlled — often, however, at 
Strategic points. But. investigation has 
revealed shocking neglect for many 
years of the railway-owned waterways. 
They had neither financial resources nor 
any incentive to ‘keep them in first-class 
going order. Since we have taken them 

hand a very active dredging pro- 
gramme is already yielding results, and 
On long lengths boats are now able to 
carry 25 per cent more loading and at 
the same time to cut down the journey 
umes. ‘The whole system is organised 
On a national basis; through-running 
cre ee Se a 

8ed between all points, and already 
pee is flowing as a consequence. In 
act, In Many sections there is a shortage 
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of boats and crews to carry the traffic 
offering. All this has been accomplished 
in less than three years, without estab- 
lishing expensive supervisory staffs. In 
fact economies in staffs have been made 
and the old staffs have been rearranged 
to give more efficient results. Some of 
the principal canal carrying companies 
decided to give up business following 
the cessation of government control. It 
is only due to the Docks and Inland 
Waterways Executive having purchased 
the craft and terminals of these com- 
panies that the services for water-borne 
traffic have been maintained. 

Perhaps one of the biggest duties of 
the Executive is to review trade harbours 
which are not under the control of the 
Commission. Already most of the large 
ports in the country have been visited, 
local inquiries held, and all persons 
interested invited ‘to give evidence. Re- 
organisation schemes are being con- 
sidered where these are thought neces- 
sary, amd a scheme is now being 
discussed for the Tees and consultations 
are proceeding for the Clyde. 

I may say that the financial results 
are improving every month and there is 
some prospect that in a very short 
period the Executive may show results 
on the right side. I think it would be 
hardly reasonable to refer these duties 
to the Railway Executive, who are 
overburdened with their own problems 
and are hardly constituted to deal with 
the greater number of problems which 
this Executive has to face—Yours faith- 
fully, GEORGE CADBURY 

Birmingham. 

[It is regretted that the publication of 
this letter was delayed by the printing dis- 
pute.—EDITor. ] 


Cures for India’s Poverty 


Sir,—Your correspondent, in his re- 
view of the development scheme for 
India considered at the recent Common- 
wealth Conference, stressed the lag of 
agricultural output in relation to the 
growth of population. This is a legiti- 
mate and fundamental point, but his 
implication that India’s substantial 
imports of raw cotton, overwhelming 
dependence upon imported jute, and net 
imports of food grains are novel factors, 
attributable to wartime and postwar 
changes, may be seriously misleading. 
India is now dependent upon “ imports ” 
of jute, and needs to “import” more 
cotton than before the war, chiefly 
because Partition gave a large part of 
the areas of production to Pakistan, 
whilst the factories are in India. For 
many years undivided India imported 
substantial and increasing quantities of 
raw cotton, but this was not because her 
domestic output was deficient in quan- 
tity (on the contrary, she had a large 
net export) but because she did not pro- 
duce the longer stapled and better 
qualities required for the manufacture 
of finer cloths. Similarly, it was the 
separation of Burma, in 1937, that 
changed India from a net exporter to a 
net importer of foodstuffs, and Parti- 


tion accounts for part of the increased 
need to import food. It remains true 
that for India and Pakistan, taken 
together, agricultural output has failed 
to expand in proportion to population 
growth.—Yours faithfully, 
VERA ANSTEY 
Esher, Surrey 


Tax Exodus 


Sir,—In your issue of November 4th 
you referred to the exodus of companies 
from the taxation net of the United 
Kingdom. May I suggest that there is 
one important aspect of this still con- 
tinuing operation which is of serious 
consequence to this country’s balance of 
payments ? 


I am referring to the volume of invi- 
sible exports accruing from the activities 
of companies controlled in this country 
but operating abroad. I cannot put for- 
ward any estimate of the total of salaries 
and wages, directors’ fees, and rent 
which are at present disbursed in this 
country or of the commissions paid to 
insurance and shipbrokers—to mention 
only two of the types of agent habitually 
employed. I would, however, venture 
a guess that the total when ascertained 
would substantially exceed our much- 
vaunted income from tourists which has 
given rise to so much: discussion and 
effort. All we need to do so far as the 
foreign-trading companies are concerned 
is the more or less negative act of not 
persisting in taxation of profits at such 
a rate as to drive them away. 

So far as mining companies are con- 
cerned, there are two additional con- 
siderations: (a) United Kingdom con- 
trol gives rise to orders for machinery 
and stores that might otherwise go 
abroad ; and (b) London’s former place 
as the centre of mining development and 
finance was especially productive of 
invisible income and must be regained. 

In Canada companies of the type I 
have mentioned are treated as honoured 
guests and charged no normal income 
tax at all. Their contribution is limited 
to a tax of 1§ per cent deducted from 
dividends paid to non-residents. The 
Brazilian Traction Light & Power Co. 
can be quoted as an instance of the 
operation of this system. 

It is too late for half-measures ; the 
nineteenth century attractions of this 
country as a controlling centre are on 
the wane. Action to put taxation in this 
country on a similar basis to that ruling 
in Canada must be taken now; there 
is no time to lose. All British companies 
operating in Africa will soon be gone 
and as soon as petty nationalism and 
disorder begin to abate in the East and 
in South America a new exodus will 
start. Action should be taken by the 
authorities now with a view to legisla- 
tive provisions in the next Finance Act. 
By reason of the unilateral relief granted 
in the Finance Act, 1950, the amount of 
revenue to be lost would not be as great 
as might be supposed—Yours faith- 
fully, K. M. PARRY 

London, E.C.3 
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Books and Publications 


The Common Man 
A History of the English People. _ By R. J. Mitchell and M, D. R. Leys. Longmans, 


612 pages. 27s. 6d, 


A Social and Economic History of Britain, 1760-1950. By Pauline Gregg. Harrap. 


584 pages. 18s, 


The Story of English Architecture. By Hugh Braun. Faber. 200 pages. 12s. 6d. 


Thé time is not long past when, after 
you had mastered your dates and the 
names of the Prime Ministers, you were 
allowed a glimpse of J. R. Green or the 
Quennells to provide a bit of back- 
ground. Now that social history has 
become the fashion the process is often 
reversed. The appearance of such a 
handsome and scholarly book as “A 
History of the English People” raises 
the question of what social history is. 
G. M. Trevelyan defined it as “ the his- 
tory of a people with the politics left 
cut.” Miss Mitchell and Miss Leys go 
much farther by throwing overboard law, 
literature, war, commerce and a good 
deal of religion as well. The results are 
surprising. We are told what happened 
to the libraries of the abbeys, but not 
the distribution of their lands ; railways 
are sncluded, but not canals ; smugglers, 
but not seamen; the theatre, but not 
dramatic literature. 


One must sympathise with this 
rigorous method of selection in view of 
the impossible task which the authors 
set themselves: nothing less than a pic- 
ture of English kife from the Stone Age 
io the reign of Victoria. They may have 
fulfilled Dr Johnson’s prayer—“I wish 
to see one branch well done, that is the 
history of manners, of common life ”— 
but they have not written a history of 
the English people. They have given us 
an intriguing collection of facts about 
everyday things and ordinary people, 
garnished with unhackneyed quotations 
and. buttressed with references to 
modern and often recondite authorities. 
With the aid of an admirable subject 
index you can discover when the 
Elizabethan dined, how the Norman 
shaved (with pumice stone), when shop 
signs were abolished and _ revolving 
bookcases came in. But in history it is 
the extraordinary people who matter, 
and they dv not make much of an 
appearance in this book. 


Nor do they in Dr Gregg’s “ Social 
and Economic History.” If we are given 
the names of leading trade unionists we 
are entitled to those of the captains of 
industry as well. The author wisely 
makes no attempt to divorce social from 
economic history, but her interpretation 
of social is too narrowly political. The 
consequence js that the book is largely 
a history of the working-class movement. 
More space is devoted to the Tolpuddle 
Martyrs than to the expansion of the 
merchant navy. Chartists and Co- 
operators are here in full force, while 
the midd:e classes are neglected even in 
their prosperity. It is unwise to suggest, 
as does the blurb, that this is a sequel 
to Clapham’s “Concise Economic His- 
tory "—it has neither the authority nor 
the breadth of view which characterise 


that survey of the earlier centuries. Only 


a brilliant or original writer can bring to . 


life the oft-told tale of the Industrial 
Revolution. On the other hand, for the 
evolution of the welfare state and the 
events of the last hundred years, this 
book should prove useful to university 
students and the like. The tables and 
charts are handy and the illustrations 
(as is the case with the other books 
under review) excellent. 


Mr Braun also writes his introduction 
to the history of English architecture 
from the social point of view. He is 
concerned with practical problems rather 
than aesthetic results. From Stone- 
henge to prefab he describes the kind of 
building required by the conditions of 
the age, the materials available and the 
way in which they were used. His style 
is elementary (“in 1615 there was a 
surveyor-general named Inigo Jones who 
was a very clever architect. . . .”), but 
much pxactical information is imparted. 
Anyone who is still uncertain about the 
difference between the triforium and the 
clerestory, or between Flemish and 
English bond, will be pointed out such 
features in a pleasantly conducted tour 
through the buildings of the past. 


Milner’s Achievement 


Lord Milner et L’Evolution de P’Im- 
perialisme Britannique. By Vladimir 
Halpérin. Paris, Presses Universitaire de 
France, 1950. 267 pages. §00 Francs. 


Within the British Commonwealth 
Lord Milner’s reputation has come to 
be regarded as the vested interest of 
that dwindling band of distinguished 
men who in their youth were members 
of his kindergarten, and like all vested 
interests is looked upon not without 
suspicion by the world outside. For 
this reason alone a reassessment of 
Milner’s work .by a distinguished French 
scholar is welcome and appropriate. 
Yet Dr Halpérin has undertaken no 
easy task, for such a reassessment re- 
quires not only intimate knowledge of 
the facts of Milner’s careef. but also a 
critical approach which Dr Halpérin’s 
admiration for Milner virtually pre- 
cludes him from adopting. 

To the author of this book, and indeed 
to many others, Milner was unquestion- 
ably a great man. He thought “like a 
Richelieu” writes Dr Halpérin, and- 
what higher tribute than that can a 
Frenchman pay? Yet Dr Halpérin’s 
verdict is not likely to carry conviction 


with all his readers. He succeeds in 


recording fully and faithfully Milner’s 
many achievements ; but he fails to give 
to his judgments upon them their neces- 
sary air of impartiality. He has con- 


sulted carefully and frequent} 

the opinions of Milner ition oe 
admirers, but he has too lightly dis. 
counted his critics whether English o; 
Afrikaner. At times he seems to accept 
the tributes of contemporaries as the 
verdict of history. It is interesting to 
know that ap le grand historien, J. AR 
Marriot,” in a personal letter to Milne; 
im 1901, compared his services to the 
Empire with those of Hastings and 
Wellesley, but too often Dr Halpérin 
seems disposed to attach to such con- 
temporary opinions a weight which they 
do not possess. For this reason his 
book, which is instructive and very 
readable, though marred by a number 
of minor inaccuracies, is suggestive 
rather than conclusive. Méilner’s stature 
as an administrator, as the greatest 
civilian soldier of the Empire, is clearly 
brought out ; the extent of his achieve- 
ment in Egypt and in South Africa §s 
well described ; but his impact upon 
the evolution of British imperialism is 
left uncertain. Here it may well be that 
Dr Halpérin has attempted too ambitious 
a task. The Rowse method, if one may 
so describe it, demands that the person- 
ality should dominate his subject— 
“Augustus and the Roman Empire,” 
“Louis XIV and the Greatness of 
France.” But not a few could dispute 
with Milner the claim to have played 
the decisive part in the evolution of 
British imperialism in the _ twentieth 
century and only a comparative survey 
of their claims could help to fix his place 
among them. This Dr Halpérin does 
not attempt to do. But one thing is 
certain. The loosely knit multiracial 
Commonwealth of today is noi the 
Commonwealth Lord Milner would 
have liked to see. 


A Century of Catholicism 


The English Catholics, 1850-1950 
Edited by the Rt. Rev. G. A. Beck. 
Burns and Oates. 640 pages. 353. 


The rock of Peter has stood remark- 
ably fast in these last hundred years. 
Since 1850 the population of England 
and Wales has been multiplied by two 
and a half, but the number of Roman 
Catholics by seven. It stands today at 


. somewhere near 10 per cent of the total. 


This record is all the more striking by 
comparison with the decline of other 
denominations. In 1851 one churchgoer 
in thirty was a Catholic. Today the pro- 
portion is more like one in three. 
Catholic influence on national life in 
these years, as Bishop Beck admuts in 
his summing up, has been less than these 
figures might suggest. The sheer speed 
of expansion forced bishops and clergy 
to concentrate on the bare essentials of 
ing and teaching, struggling all 
the time to keep the supply of churches 
and schools from dropping too fat 
behind the swelling demand. The 
problem was to provide for Irish umm 
grants already Catholic, and for theif 
descendants, concentrated until very 
recently in comparatively few centiess 
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.. BUSY MAN OF AFFAIRS requires a diary that is expressly designed 
to meet his needs. These needs have been carefully studied by The Economist 
Intelligence Unit, in association with the co-publishers Charles Letts & Co. 
Ltd., and the unique features of The Economist Diary are the product of this 
study. A diary and a complete reference book are combined in one volume 
(10in. x 8in.) which will lie open flat on the desk. 


The day-to-day part of the diary is laid out so that appointments are arranged 
in chronological order and so that ample space is available for notes. Each 
double-page opening shows the day-spaces for a week, a complete calendar for 
the year, and calendars for the corresponding months in the previous and 
succeeding years. 


The reference section consists of 72 pages of information specially selected 
to be of practical value; quick, easy reference is achieved by means of thumb 
indexes down the outside margins of each page. The principal contents are : 


Airline services and distances Production: fuel and food 

Banking and exchange rates Production of manufactured goods 

Basic statistics on 47 principal Statistics of world production: 
countries of the world foodstuffs, textiles, fuel, minerals 

British press U.K. balance of payments 

Education U.K. external trade 

Election results, 1950 Useful statistical sources 

Hotels, clubs, etc, Wages and prices 

Income tax and Surtax Weights, measures: conversion factors 

National debt and national savings World population 

National finances and social services World trade 


The diary is bound throughout in red leather, with the title blocked in gold. 


UNITED KINGDOM (including postage and Purchase Tax) 37/6. 


PRICES OVERSEAS (by surface mail) 32/6 or $4.55. 
U.S.A. by air-freight £2.10.0 or $7.00. 


To obtain the illustrated pamphlet giving full details of The Economist Diary, 
merely write your name and address on the back of a postcard and send it to: 
THE ECONOMIST DIARY, 22 RYDER STREET, LONDON, S.W.I 
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all the less time, then, in spite of some 
remarkable early missions, for general 
propaganda among the English. For 
seventy years the Irish MPs at West- 
minster were a source of Catholic 
strength ; but in most of social life the 
close tie between Catholicism and Irish 
culture and politics created a bar. In an 
increasingly middle-class world the 
Catholics started with practically no 
middle class. And whereas in 1850, when 
religion was a power in the land, the 
Catholic religion was an object of scorn 
and aversion—a state of affairs which 
itself imposed caution on Catholics—the 
much greater influence of Catholicism 
among the religious today is more than 
offset by the decline of the religious 
lobby (if one may so call it) as a whole. 


The authors of this volume do not, 
however, suggest that the Church’s 
strategy or sense of priorities was wrong. 
The steady flow of recruits for the clergy 
and convents is itself remarkable enough 
in a materialistic age. Clerical salaries 
in the nineteenth century are recorded 
as £25 to £50 a year. In real terms, 
they are often lower now. 


But one cannot read these articles 
without feeling that there is indeed a 
new climate in them. The material 
difficulties of Catholics are still great. In 
the matter particularly of schools, 
Catholic parents in England and Wales 
(though not in Scotland) have to find 
some £60 million for capital expenditure 
alone. But the Church’s own adminis- 
trative machine has now been largely 
built; the old national cleavages have 
gone ; and a Catholic middle class exists, 
though still relatively small. There is a 
new note of self-confidence and a new, 
less hand-to-mouth, policy seems to be 
on the way. 


One Man’s Meat 


Social Insurance in Britain. By Charles 
E. Clarke, FIA. Published for the 
Institute and Faculty of Actuaries, by 
the Cambridge University Press. 136 pages. 
138. 6d, 


This book is intended for students 
preparing for actuarial examinations. It 
describes, without comment, both the 
actuarial basis and the detailed provisions 
of Britain’s social insurance schemes. 
The actuarial basis of the scheme rests 
on a number of “commutation func- 
tions” (drawn from information sup- 
plied by demographers) and certain 
data about future employment and 
interest rate levels (drawn from wild 
guesses supplied by economists). One of 
the “ basic commutation functions ” for 
example, can apparently be derived 
from the formula 


mx mt Sm ym 
x 


The average future level of unemploy- 


ment can be put at cent—Lord 
Beveridge said 20. eal 


to examine either the 
Cconomic significance of the national 
insurance reserve fund—in which the 
dictates of orthodoxy have been satisfied 


by the public sector’s acquisition of 
£1,000 million worth of claims against 
itseli—or the social significance of a 
welfare scheme financed by an indirect 
tax on employment and a poll tax on 
almost the entire population. Mr 
Clarke’s sole purpose is to provide hard 
facts for actuarial examinees—and he 
provides these in an admirably short, 
sharp, staccato style, completely devoid 
of padding. For all such students the 
book is to be thoroughly recommended 
—with deep sympathy. 


The Natural History of 


Economics 


The Foundation of Economics, By 
Walter Euchen. Hodge. 351 pages. 213, 


More perhaps than any other branch 
of human knowledge, economics has 
been and remains a battlefield of oppos- 
ing methodologies; the deductive 
system-builders, the historicists with 
their insistence on time, place and social 
circumstance, the political arithmeticians 
who respect only the measurable, con- 
fronting one another with profound 
mutual distrust, propitious neither for 
the advancement of knowledge nor for 
the reputation of the science which they 
serve. Professor Euchen’s aim, in this 
original, penetrating (and difficult) work, 
is to effect a reconciliation or synthesis 
—not, indeed, on that highest philo- 
sophical plane where the nature of 
knowledge is unavailingly debated, but 
at a practical level suited to the common- 
sense co-operation of different faculties 
and types of expertise—between what he 
calls the “ individual-historical ” and the 
“ general-theoretical ” approaches to the 
economic problem. 


His method is to isolate from the 
various historically observed economic 
systems, not the “stages ” and “ styles ” 
favoured by the German historical 
school, but a certain limited number of 
economic characteristics or forms which 
each system has, in varying proportions, 
historically exhibited. “Just as a huge 
variety of words .. . can be formed out 
of two dozen letters, similarly an almost 
unlimited variety of actual economic 
systems can be made up out of a limited 
number of basic pure forms,” says Pro- 
fessor Euchen ; and the bulk of his work 
may accordingly be figuratively regarded 
as an essay in  alphabet-making. 
Exchange economy and directed 
economy, for instance, are not mutually 
exclusive ; each household is a directed 
economy, whatever its relation to the 
whole system. The directed economy 
may be either totally centralised, or cen- 
trally directed with free exchange of 
consumers’ goods; a market may be 
purely competitive, monopolistic or 
oligopolistic on the buyers’ or sellers’ 
side or on both ; access to a market of 
any type may be “open” or “ closed,” 
with minor variants. Professor Euchen 
enumerates twenty-five types of market, 
all historically identifiable, each of which 
may be found functioning under various 
equally identifiable types of monetary 
systems; and presents the resulting 
“morphological scheme” as a means of 
“ distilling scientific experience from the 


807 


contradictory pointilliste experience of 
everyday life.” He shows himself, how- 
ever, well aware that it is one thing to 
know one’s alphabet and quite another 
to be able to reaf off, at high speed, the 
complicated texts flashed on the screen 
of contemporary events. At the lowest 
reckoning his book should save much 
economic argument at cross purposes; 
at the highest, it may prove a signpost 
on the road to a truly scientific, as 


‘against a merely logical, or merely 


descriptive, economic discipline. 


Reference and Text Books 


The Stock Exchange Official Year Book 
1950. Volume I. Thomas Skinner, 
2 Volumes £6, 


This is the 76th year for which the Stock 
Exchange Official Year Book has been pub- 
lished. The division of the contents 
between the two volumes, introduced last 
year, remains the same. Special information 
is given concerning companies in industries 
which have been nationalised and_particu- 
lars of the proposed nationalisation of 
certain sections of the steel industry. 


First Census of Manufactures, India 
1946. Volumes I and If. Ministry 
of Industry and Supply, Government of 
India, Government of India Press, New 
Delhi, 


These two volumes form the first report 
of the census of manufacturing industries 
in India which is taken annually. Statistics 
are given by industries and provinces and 
the census covers 29 industries of the 63 
groups into which factory production in 
India has been classified Although the 
report refers to 1946 it does not include any 

art of Pakistan or the States so that reports 
or subsequent years will be comparable. 


Annual Review of United Nations 
Affairs, 1949. Edited by Clyde Eagle- 
ton. New York University Press, 322 
pages. $s. 

This book is an account of the proceed- 
ings of the Institute for the Annual Review 
of United Nations Affairs which forms part 
of the Graduate Programme of Studies in 
United Nations and World Affairs. The 
papers delivered to the Institute and the 
discussions which followed are printed and 
deal with the main sections of the United 
Nations organisation. The book is expected 
to form a critical companion volume to 
United Nations Yearbook. 


Wills and Executors. 
and Richard Clegg. 


Son. 137 pages. 


By E. S. Tomlia 
Crosby Lockwood aad 
7s. 6d, 


This is a useful and practical guide to 
the making of a (simple) will and to the for- 
malities of probate and executorship. It is 
intended for the man, or woman, left re- 
sponsible for the administration of a small 
estate ; with its aid, he, or she, should be 
able to complete the responsibility without 
recourse to professional aid. 


The International Who’s Who: 1950 
Europa Publications, 1031 pages. 8058. 


The 14th edition of the International 
Who’s Who is complete up to May, 1950, 
and gives short biographies of who 
are important in werld affairs. For the 
United Kingdom it takes account of the 
changes in appointments which followed 
the general election in February. 
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AMERICAN SURVEY 





Voters Play for Safety 


Washington, D.C. 


NBIASED election forecasts had predicted that the 
Democrats would lose some seats in both the Senate 
and the House of Representatives, but would not be deprived 
this year (as they were in the last mid-term election in 1946) 
of majorities which gave them technical control of both 
chambers. Yet when this prediction was fulfilled, there was 
vast astonishment and immense excitement from Cape Cod 
to California. Wailing and lamentation arose from the 
Democratic compound, while on the other side of the fence 
Republicans could be seen braiding their hair and dancing 
in the streets. 


The exulting voice of Mr Gabrielson, the chairman of the 
Republican National Committee, was heard crying: 

The American people have registered an emphatic protest 
against the policies of the Truman Administration. They 
are opposed to Socialism at home and to appeasement of 
Communism whether at home or abroad. 

Mr Nixon, who won a Senate seat in California mainly by 
being the man who metamorphosed the Hiss case from a red 
herriig—Mr Truman’s incautious phrase—into a national 
scandal said: “I consider (the vote) a mandate from the 
people to make changes in the State Department.” Mr 
Harold Stassen echoed: “I would assume . . . that Secretary 
Acheson would resign.” In Ohio, Senator Taft, whom the 
battalions of organised labour had undertaken to bury but 
who was now sitting on top of the largest majority in the 
nation, observed, not too mysteriously, that “the results of 
this election are favourable to a Republican candidate for 
President” in 1952. In Pennsylvania Governor Duff, a 
liberal Republican, beat Senator Myers, the Democratic 
Whip ; but he rather let the side down by saying: 

I'll be a newcomer to the Senate so I don’t think I should 
make any statements at this time. 

It was the exuberant Senator Wiley of Wisconsin who 
came nearest to blowing the gaff. Discussing his and Senator 
Taft’s victories he said that his Wisconsin colleague, Senator 
McCarthy, was to be given a large share of the credit for 
awakening Americans to the Communist danger at home 
and abroad. He then seemed to sense that he had said rather 
a lot, and quickly declined to concede that Mr McCarthy’s 
unproven charges that the Communists had infiltrated the 
State Department were the decisive factor behind the 
Republican gains. 

There are those, however, who privately, off the record, 
not for quotation or attribution, are ready to admit that it 
could be that Mr McCarthy really did the trick. An honest 
Republican cannot make this admission with any great pride. 
For the truth, which is not concealed from honest Republi- 
cans, is that Senator McCarthy put up an appalling exhibition 
of demagogy. An honest American in either party, think- 





ing back upon this election, wilt not lament because some. 
body won a seat or somebody lost one. What will disturb 
him will be that the mid-century United States, in the Pride 
of its free education and college-trained millions and jts 
ample and elaborate press and radio, has clearly demon- 
strated that voters can swallow and candidates can exploit 
a piece of shameless political sophistry. 

For, although it can no doubt be convincingly argued that 
local issues and personalities influenced each result, the 
evidence that Republican candidates of almost all degrees of 
standing and stature, almost everywhere, cashed in on the 
prevailing state of uneasiness appears to be irrefutable. They 
were aware that people had been alarmed, that they had been 
persuaded to feel that something was wrong somewhere in 
the Government. In that sort of climate there was a ready- 
made audience for statements to the effect that the Demo- 
cratic Administration had brought on the war in Korea by 
appeasing the Communists and “ blundering” in the Far 
East, and that Mr Acheson was not to be trusted any longer 
with the conduct of the nation’s foreign affairs. 


A mild version of this line during the campaign, from an 
eminent Republican, was that the Roosevelt-Truman foreign 
policies, “influenced by Communists in the government,” 
were “largely” responsible for “the present military 
strength of Russia.” A cruder version, uttered by a less 
eminent Republican, was: 

Your boys wouldn’t be dying in Korea today if a man 
named Alger Hiss hadn’t been at Yalta and a man named 
Owen Lattimore hadn’t been the big adviser to the State 
Department. 


x 


Many a voter, consciously or not, must have decided to 
play for safety. As sub-editors say: “ When in doubt, leave 
out.” Certainly it was the Communists-in-the-government 
line that defeated two of the Democratic Party’s favourite 
candidates—Mrs Helen Gahagan Douglas in California and 
Senator Tydings in Maryland. The record of Mrs Douglas 
as an intelligent, fair-minded, liberal member of the House 
was simply obliterated by the record of her opponent, Mr 
Nixon, as the relentless exposer of Mr Alger Hiss. Senator 
Tydings was beaten by the politically unknown Mr John 
Marshall Butler because—or at least partly because—he had 
been the chairman of the subcommittee which dismissed 
Senator McCarthy’s charges as groundless. 


These are two bitter defeats for the Democrats, but the 
fall in Illinois of Senator Lucas, the Democratic leader in 
the Senate, is more bitter still. He was unseated by Mr 
Everett Dirksen, a man of great vigour who lately, to the 
plaudits of the Chicago Tribune, returned to the isolationism 
he had once renounced and assured the electors that to vote 
funds for Marshall aid was to pour money down a rathole. 
The departure of Senator Thomas in Utah and of Senator 
Myers in Pennsylvania fills the Democratic cup fuller ; and 
still there are to be faced the triumphs of the Republican 
headliners, the “ mossbacks ” whose defeats would have been 
worth a guinea a box. 


Senator Taft says he won in Ohio because the voters 
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would not be dictated to by the “labour bosses ” ; and this 
is a credible explanation of his huge majority. The unions 
and their political henchmen overreached themselves: they 
distributed too much election literature and shouted too 
loudly, and their comic books ridiculing Mr Taft were too 
highly-coloured. Moreover their candidate, Mr Joe Fergu- 
son, was rather too homespun for that part of the electorate 
which clung to the old-fashioned notion that a legislator 
should exhibit a grasp of contemporgry affairs. The trade 
unions and their political henchmen took a drubbing, in Ohio 
and elsewhere. Out of nineteen candidates approved by 
“labour and liberal groups,” thirteen went to the wall. 


The new Congress will contain some new members of 
whom no liberal need be ashamed. There will be Mr Mike 
Monroney from Oklahoma on the Democratic side of the 
Senate, and Mr Duff from Pennsylvania seems unlikely to 
disgrace the Republican side. But there will also be a covey 
of case-hardened conservatives ranging from the Republicans, 
Mr Francis Case of South Dakota, Mr Dirksen, Mr Nixon 
and Mr Frank Carlson of Kansas, to the Democratic Mr 
Willis Smith of North Carolina, who defeated his liberal 
rival for the party nomination, Senator Frank Graham, with 
the use of such aphorisms as “If you want your wife or 
daughter eating at the same table with Negroes, vote for 
Graham.” It is beyond dispute that Mr Truman’s sup- 
porters in the Demoeratic party have lost prestige and 
influence as a result of the humbling of some of their out- 
standing personalities and the exaltation of conservatives 
whom they hoped to bring down. They will have to take 
what comfort they can from the knowledge that they have 
retained technical control of both Houses of Congress— 
provided that a recount in Connecticut, where the Demo- 
crat, Senator Benton, had a majority of only 925, does not 
reduce the Democratic representation in the Senate from 49 
against 47 to an even 48 against 48. 


The conservative coalition between Republicans and 
Southern Democrats will in future be strong enough to 
frustrate any Fair Deal legislation that it does not like. But 
since it has been doing precisely that ever since the Fair Deal 
appeared, the situation presents little novelty. Nor are the 
prevalent predictions that spending on foreign aid will be 
cut or killed as ironclad as they must look from Europe. The 
fact is that, for some years now, the inclination of Congress 
to authorise and appropriate funds for aid to the rest of 
the free world has depended more upon the behaviour of 
the Russians than upon the votes of the American electorate. 
The principal witnesses to this truth are the members of the 
Republican-c »minaied Eightieth Congress who launched the 
European Recovery Plan. 


FRB’s War of Independence 


[FROM A SPECIAL CORRESPONDENT] 


THE principal duty of the Federal. Reserve System, according 
to all the literature on the subject, is “ to regulate the supply, 
availability and cost of money ” for the greater good of the 
nation. To be accurate, however, this statement must be 
amended by the observation that not since Pearl Harbour has 
this central bank organisation been in a position to do its 
duty, except by accident. 


By statute, a commercial bank that is a member of the 
Reserve System must maintain with the Federal Reserve 
Bank in its district a non-interest bearing reserve amounting 
to a specified percentage of its deposits—from 14 to 22 per 
cent at present, depending on the size of city in which the 
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commercial bank is situated. If a bank expands its lending, 
it thereby creates new deposits and must therefore increase 
Its reserves with the central bank by one-sixth or one-seventh ~ 
of its new deposits. 


In prewar days, when practice could accord with theory, 
the Federal Reserve had the initiative, by buying or selling 
government securities in the open market, to create or extin- 
guish reserves, and therefore credit and money. By buying 
securities from the market and paying for them with its 
own credit, it added to the reserves of its member banks. 
By selling securities from its own portfolio, it reduced bank 
reserves and damped down commercial credit. These 
Operations were usually accompanied by appropriate changes 
in the discount rates of Reserve Banks. But for the past 
ten years the Federal Reserve System, in spite of continued 
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pleas for flexibility in rates, has been obliged to support the 
obligations of the Treasury at the low yields the Treasury 
has set. The Federal Reserve has thus been deprived of 
its most useful tool for controlling credit and money. Com- 
mercial banks came to have huge quantities of “ govern- 
ments” during the war and can sell them without loss to 
acquire cash and new reserves, as long as the Reserve System 
stands ready to buy them at a pegged price. 


During the war it was obviously necessary for the Reserve 
System to guarantee that the Treasury would obtain the 
money needed for war finance. After the war, however, 
and because of postwar inflationary pressures, the Governors 
of the Federal Reserve System began a mounting agitation 
for release from their straitjacket. Finally, on August 18th 
last, impelled by the acutely inflationary consequences of the 
Korean conflict, the Governors issued a declaration of re- 
independence. Bluntly they announced that they would use 
all measures at their command to prevent a further expan- 
sion of commercial bank credit, even if this meant a fall in 
government bond prices and a consequent rise in the cost 
of the Treasury’s borrowing. 


Had the Treasury agreed to the Governors’ proposal for 
higher interest rates—or at least more flexible rates—the 
matter could have ended there. Instead, the Treasury 
showed its disagreement in the most forceful possible manner. 
On the same day as the Federal Reserve Board’s declaration, 
the Treasury announced an offer to refund some $13 billion 
of maturing certificates and bonds with a new 13-month 
issue at 1} per cent, the current yield for those instruments. 
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The FRB dodged the immediate challenge. It absorbed 
the bulk of the new obligations at the Treasury’s offering 
price. But at the same time it sold to the market, at prices 
slightly lower than the ones it had previously supported, 
about the same amount of government securities of other 
kinds from its own portfolio. By that exchange, the Reserve 
Bank in effect refunded the holders of the maturing instru- 
ments with Treasury obligations yielding them a slightly 
higher interest rate. The result was to push up the going 
rate on all short-term governments by about } of 1 per cent. 
Since then, commercial bank lending rates have risen to an 
equivalent degree. 

The battle now stands undecided. The next engagement 
will come on December Ist or thereabouts, when Mr Snyder, 
the Secretary of the Treasury, must announce the refunding 
of some $8 billion of maturing securities. If his offer is at 
the new, higher, market rates, the FRB will have won. If it 
is at the former rates, it will be a sign that the dispute is so 
serious that only Congressional action can settle it. 


* 


The FRB has already appealed to Congress on behalf of 
its lost power. Late in 1949 it took its complaint to a special 
subcommittee of the Joint Congressional Committee on the 
Economic Report. That group agreed unanimously that the 
FRB was, indeed, “ powerless to restrict credit in general ” 
as long as it was obliged to support the Treasury’s low 
interest policy and to act as passive or ultimate buyer of 
price-pegged government obligations. The subcommittee 
recommended that Congress instruct the Reserve Board and 
the Treasury to base their policies for money, credit and 
debt management primarily on national economic considera- 
tions, rather than on the narrow aim of maintaining low 
carrying charges on the national debt. It further proposed 
that Congress declare its will to be 

that the primary power and responsibility for regulating 


the supply, availability and cost of credit shall be vested 
in the Federal Reserve System. 


' Mr Snyder naturally opposed the recommendation, doubt- 
less seeing in it the camel’s nose that would bring down the 
protective tent of his calm, assured and comfortable market- 
ing apparatus. The Treasury argued to the subcommittee, 
as it now argues, that the only effect of the minor increases 
in the interest rate proposed by the FRB would be to raise 
by a large amount the cost of carrying the federal debt. The 
Treasury maintains that fluctuations of a fraction of 1 per 
cent in yields would not curb bank credit in the present 
boom situation: no bank that sees the prospect of a good 
loan at 4 or 4} per cent would hesitate merely because the 
security it would have to sell, to get the cash and required 
reserves, was yielding interest of 14 per cent instead of 14. 

The President’s Council of Economic Advisers, usually 
poles apart from the Treasury in economic outlook, backs it 
to the hilt in this case. It adds the argument that, if the 
FRB persisted and drove interest rates on governments up 
to the point where a banker would be faced with a real 
choice when making a new loan and selling a bond to do it, 
the federal debt-carrying charges would be intolerable. More 
important, the expansion of industrial capacity, which the 
CEA sees as the real solution of the present inflation, would 
be halted if credit. became so costly. What are needed, the 
CEA asserts, are not general, but selective, curbs on credit 
extension. 

Supported and sustained by the findings of the Congres- 
sional subcommittee, the Federal Reserve gives every sign of 
persisting in its new policy. It makes light of the notion that 
a panic could develop as a result in the federal securities 
market ; in its opinion, the greater danger to future sales 





THE ECONOMIST, November 18, 1950 


of government issues lies in a public realisation that their 
values diminish day by day with continuing inflation. Th, 
FRB argues also that a good part of any increase that might 
result in the cost of servicing the federal debt would be 
recovered in income taxes. 


It is still too early to measure the efficacy of what has been 
done so far by the statistics on commercial lending. But 
Reserve Bank officials insist that, for the future, the rise in 
money rates cannot fail to be an effective dampener. They 
consider it economic idiocy to assert, in disregard of al] 
history, that the cost of money is not a profound factor in 
governing the extension of credit. The slight change of 
rates, and the injection of a small uncertainty into the market, 
will not stop all lending, nor are they intended to. But 
they will curtail the granting of marginal loans, and that 
is what is desired. 

Should the Federal Reserve System lose in this dispute, 
its future as a semi-public, independent agency will be thrown 
into question. The prophecy is heard that, within five years, 
it would become a subordinate adjunct of the Treasury. If 
the Federal Reserve wins, however, it will once more be 
able to do the duty for which it was originally designed. 


American Notes 
Brakes for Industry . 


As Secretary of Commerce, Mr Charles Sawyer has 
been well advertised by the Administration as the business- 
man’s friend. Last week, many American businessmen were 
pained to hear their friend say that voluntary controls on 
industry “just won’t work” and that the government has 
decided to rely on compulsory controls to get the job done. 
And businessmen have no reason to believe that the job will 
be done quickly: one week earlier, Mr George Marshall, 
the Secretary of Defence, spoke of a four-year programme 
of military production to re-arm the United States and its 
allies. 

Mr Sawyer and his National Production Authority have 
already started to apply the brake of government control to 
civilian production. Two months ago, the NPA issued a 
mild decree forbidding industry to stock 32 critical war 
materials beyond the “ reasonable ” demands of current pro- 
duction. A fortnight later, it set up a priority system which 

ives the government power to issue “ Defence Orders ” to 
actories to fill war contracts ahead of civilian goods. Last 
month, NPA tightened the brake a bit when it banned new 
construction of such entertainment facilities as bowling alleys 
and theatres ; at the same time it told the steel industry to 
set aside enough steel in the first quarter of 1951 for 30,000 
new railway goods trucks. It has directed manufacturers 
of tyres to reduce their output by 16 per cent, and has 
ordered a 35 per cent cut in the use of aluminium for 
civilian products, beginning on January Ist. 

With NPA still pressing only lightly on the brake, most 
producers of civilian goods are running as free as ever. 
They may be nearing the bend in the road: the Chairman 
of the National Security Resources Board, Mr Stuart Syming- 
ton, is a firm supporter of “tough” controls and he has 
bitterly attacked manufacturers who have allegedly made big 


profits by restricting production and boosting prices. How- 


ever, NPA can make few drastic changes in the working 
habits of American industry until it receives more informa- 
tion from the military services. So far the Department of 
Defence has issued no detailed plan of the exact numbers of 
planes, tanks and guns it will need. 

For its part, the Treasury Department is proceeding on 
the safe assumption that the plan will be terribly expensive 
when it does appear. This week, President Truman sent 4 


letter to the House Ways and Means Committee, urging 
early enactment of an excess profits tax. Mr Snyder, Secre- 
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Wide horizons 







THE FINANCIAL PROBLEMS Of businessmen with world-wide 
interests are best solved by a bank that thinks and operates 
globally. ~ 
Those who deal with the London headquarters of The 
National City Bank of New York enjoy the advantage of 
being served by a staff not only equipped to handle 
business in this country, but trained and experienced in the 
field of international banking. 
Moreover, the London offices can call upon the skill 
and support of over fifty branches circling the globe, in 
addition to many hundreds of banking correspondents in 
every commercially important city of the world. 
With its headquarters in New York, plus 850 banking 
correspondents throughout the United States, the Bank 
is very favourably placed to advise on the development 
of the vital two-way trade between this country and the 
dollar world. TE 
Today, no less than 4,500 of The National 
City Bank’s 11,000 employees are stationed 
overseas. Every 3 seconds, they serve a client— 
handling his financial problems with the under- 
standing and proficiency born of over a 
hundred years of banking experience. 


THE NATIONAL CITY BANK OF NEW YORK 


(incorporated with limited liability undzr the National Bank Act of the U.S.A.) 
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WHITE LEAD LADY 





PAINTED some two thousand years ago, this mummy portrait of an 
Egyptian Lady may be seen today at the National gallery .. . its condition 
almost as perfect as when the artist finished it. Among the pigments used 
in it was a familiar one... White Lead. It is a forceful tribute to the 
lasting qualities of White Lead that even twenty centuries of wear should 


leave it almost unaffected. 





ee 





White Lead as a pigment gives—(1) Elasticity ; the paint follows 
the natural movement of the surface it covers without cracking or 
flaking. (2) Great resistance to moisture. (3) Protection from the 
destructive acids of the atmosphere. (4) Long life; both on the 
job and in the tin. 





By permission of the Trustees of the National Gallery, London 
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tary of the Treasury, followed this with a personal appeal 
for an excess profits tax of 75 per cent, to raise $4 billion 
a year. Although it was popular as a vote-catcher during 
the election campaign, the excess profits tax has strong 
Republican enemies in both the House and the Senate, while 
Administration leaders have differing ideas on how deeply it 
should cut into corporate income. Under these conditions, 
the chances are slim that an excess profits tax will appear on 
the statute books before the new Congress meets in January. 


* * * 
“Trying to Trouble You” 


The steady succession of labour disputes on America’s 
telephone lines suggests that the 600,000 employees of the 
Bell Telephone System are not as happy in their work as 
the company’s advertisements imply. However, it is not they 
who for the past week have been trying not to connect tele- 
phone subscribers and have been happy to trouble them, but 
17,000 striking employees of the Western Electric Company, 
another subsidiary of the American Telephone and Telegraph 
Company, which deals, amongst other things, with the main- 
tenance and installation of telephones. As long as repairs are 
not needed, the strikers are dispensable, but telephone 
operators, who belong to other branches of the same union, 
the United Communications Workers, are reluctant to cross 
the picket lines round telephone exchanges. Except in 
Michigan, which has a full scale telephone strike of its own, 
jocal services have only been affected in a few places, notably 
New Jersey, where exchanges are operated by hand. But 
trunk service has been intermittent, in spite of the efforts of 
the supervisers and other non-union employees who have 
manned the long-distance switchboards. 

The strikers, far too few to keep permanent pickets every- 
where, have been switching them from one. exchange to 
another, thus causing the maximum inconvenience to sub- 
scribers, who never know if they will get an answer when 
they pick up the receiver. The Bell System has now brought 
charges of “lock-out” down upon its head by refusing to 
allow its operators to work unless they will promise to brave 
picket lines if necessary. It is also appealing to local courts 
for injunctions against picketing. far there is no sign 
of the strike being effective enough to force the President 
to use his emergency powers, as he has done before in nation- 
wide telephone strikes ; he has already intervened in tele- 
phone negotiations once this year. Such intervention might 
not be unwelcome to the union, since it is alleged to weight 
the bargaining scales on labour’s side. 

Neither side seems icularly anxious to reach a settle- 
ment at the moment. The argument is over the duration of 
the contract—one year or two—and the size of the hourly 
wage increase—11}4 or 1§ cents. Neither is very large beer 
as post-Korean wage rises go; but the Western Electric 
Company, with a practical monopoly in its field, can afford 
to be more intransigent than corporations with competitors 
waiting to pick up any workmen they let drop. 


* * * 


High Costs of Campaigning 


When Mr Harold Stassen answered President Truman’s 
political broadcast that wound up the campaign, the bli- 
can National Committee pleaded poverty for its inability to 
buy time for him on more than one network, though the 
Democrats had assembled audiences on four to hear their 
star performer. Only a few weeks before, Mr Dewey had 
spoken affectingly of his party’s lack of wealthy “ angels.” 
Preliminary figures show, in fact, that the Democratic 
National Committee is likely to have spent about $2,000,000, 
nearly twice the Republican total. Lack of return on past 
investments has certainly made contributors more reluctant 
to bring out their cheque-books when the Republican cam- 
paign manager calls. Some play safe by supporting both 
sides. But it is too soon to conclude that the party of big 
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——. has nay on hard times. Many 
particularly when the Presidency is not at stake, |j ; 
candidate to know who his benefactors are, ial Ree pee 
and local funds may well outrun the national totals, especially 
when the year produces such exciting races as Sees 
Taft’s successful bid for survival in Ohio : 


The truth is that no one can give more than an informed 
guess about the part money has played in the campaign, 01 
who paid the piper, though it is widely believed that the total 
this year has set a record for a mid-term contest. This js 
hardly surprising. The conventional costs of being elected 
have soared, with the cost of living, while costly television 
appearances have become almost a necessity and the comic 
book and helicopter travel have made their first, but probably 
not their last, appearances. 

The reformers must take much of the blame for sending 
campaign contributions under the counter. In 1940, on 3 
wave of moral indignation at the corrupting power of money. 
it was ordained that no individual campaign contribution 
should exceed $5,000, and that no committee operating in 
two or more states should spend more than $3,000,000. This 
has led to an immense proliferation of state and local com- 
mittees subject only to state laws ; the limit on the size of 
contributions is even more easily evaded. The ban on 
political contributions by labour organisations, which was 
to parallel that on corporate spending, has been got round 
by creating independent bodies. The Federal Corrupt Prac- 
tices Act was so riddled with loopholes, even when it was 
passed in 1925, that it hardly requires evasion. A candidate 
for the Senate may spend only $25,000, but he cannot be 
held responsible for the generosity and enthusiasm of his 
friends ; and even his own costs need not take account of 
postage, travelling expenses and telephone bills. Thus. 
though Senator Lucas spent $55,000 in Illinois, he contends 
that over $40,000 was exempt. Many candidates file accounts 
of their receipts, but there is no penalty for a failure to do so. 


Not since 1944, when labour emerged as a political ally of 
Mr Roosevelt and stirred the House to investigate, has there 
been a thorough examination of campaign costs. Exactly 
how much the oil interests and Mr Louis Johnson’s friends 
invested in Democratic success in 1948 has never been 
verified. If the Republicans are as poor as they profess to 
be, they could serve both their own and the national interest 
by supporting Senator Gillette’s subcommittee in letting in 
some light behind the political scenes. 


contributors, 


* * * 


The Services Look at the Sky 


_ __From the labyrinthine depths of the Pentagon Building 
in Washington last week came the whisper of a rumour that 
the US Navy is making a fresh bid for the 65,000-ton ait- 
craft carrier which was scuttled during the skirmish with 
the Air Force. Whether it dredges up its super-carrier or 
not, the Navy has noticeably recovered the élan which was 
dashed so badly last . Naval aircraft have done well in 
Korea, and Marine fighter pilots have made a spec- 
tacular display of their special military mission, the 
hedge-hopping support of an invading amphibious force. 

On the other hand, Korea has been a big disappointment 
to the Air Force enthusiasts who thought the air arm could 
deliver a knockout blow anywhere, at any time. The out- 
break of war found the Air Force primed for swift retaliation 
to an intercontinental attack, but just a little at a loss how to 
cut the supply lines of a highly mobile enemy moving quickly 
over a primitive countryside. And since most of its smaller 
aircraft were jet-powered interceptors, the Air Force was 
under-supplied with the type of tactical bomber best suited 
to support of ground troops. To fill the gaps in its tactical 
bomb-power, the Air Force was forced to order B-29 Supet- 
fortresses to fly low-level bombing missions. Air generals 
found that some of their pilots were disastrously unfam liar 
with ground support techniques: some United Nations units 
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dodged more Air Force bombs than North Korean shells. 
Representative Vinson, Chairman of the House Armed 
Services Committee, has promised a full-dress investigation 
early next year of the alleged inadequacies of tactical air 
support. 

The Air Force generals have a good defence. Their 
original estimate of sufficient air power called for 70 groups 
in 1948, and it was the President who whittled it down to 
48 groups. The Air Force had little choice but to salvage 
its best weapon against intercontinental attack—the B-36 
bomber—and to toss tactical bombing overboard. 

Congress is now repairing in haste the damage done at 
leisure. The armed services have handed the Secretary of 
Defence a proposed $50 billion spending programme, more 
than this year’s entire national budget, to begin next July. 
Under plans already made, the Air Force hopes to have 69 
groups and 688,000 men by next June, and will eventually 
expand to 100 groups. 

Some critics fear that increased appropriations may blind 
the services to the urgent need for a reduction in their lavish 
use of manpower. They point out that the Army uses 
42,000 men in the rear areas to keep in the line a rifle division 
of 18,000, about twice the Russian ratio. Only by a careful 
reshuffling of all branches of each service can the United 
States hope to match the “ bodies in the line ” which Russia 
can muster. Presumably with the idea of accomplishing 
much the same thing on the home front, Mr Marshall, the 
Secretary of Defence, last week recommended a woman for 
what would normally be a man’s job. The new Assistant 
Secretary of Defence, Mrs Anna Rosenberg, will have the 
task of spreading America’s thin supply of skilled craftsmen 
over the swelling bulk of the defence industries. 


* * x 


Fine Weather for Farmers 


To the Administration, rejected by the voters of all 
the mid-west agricultural states except Missouri, the farmers’ 
ingratitude must seem sharper than a serpent’s tooth. But 
in fact the farmers’ thanks are due not to the Administra- 
tion, but to the Korean war, for the sudden blaze of 
prosperity which has apparently driven them back under the 
Republican sunshade which they abandoned in 1948 when 
the rural sky was not so bright. The agricultural air has 
been cleared, for the moment, by the Korean storm. It has 
not yet brought about any noticeable change in the barometer 
of farm exports, but the barometers of farm prices and 
incomes are now rising faster than they were falling in the 
spring. And the Commodity Credit Corporation’s threaten- 
ing cloud of surpluses has become a rainbow of strategic 
reserves, which are melting away as rainbows do. 

The defence programme will not only mean_ higher 
earnings for more people, but also a shortage of durable goods 
on which to spend them. The consequent demand for food 
means that the post-Korean rise in farm prices, now checked 
by seasonal influences, will almost certainly be resumed 
before the winter is over. That could bump the farmers’ 
heads against food price ceilings, but Congress went out of 
its way to prop them up well above present levels witen it 
authorised price controls. The Department of Agriculture, 
like other government agencies, sees expanded output as the 
answer to inflationary price rises and has resumed its war- 
time habit of urging farmers to grow all they can. Unless 
the weather lets it down, its exhortations will probably bring 
record crops next year. For even this year, when there were 


restrictions on coe aoe marketing, total agricultural . 


output was only a little below the records of the two previous 
years. 
The Department’s problem child, the potato, did better 
ever and government employees are celebrating its last 
season of price support by working overtime to destroy the 


unsaleable potatoes as fast as they come out of the ground. In 


the. past some of them, and low-grade maize as well, have 
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been made into alcohol, now badly needed as a raw material 
for synthetic rubber. But this year the government is buying 
alcohol from France, made out of the sugar beets which 
the French government itself acquired under its own price 
support programme. French oil importers have been 
required to mix this alcohol with petrol and Congress is 
already preparing to look into the Administration’s apparent 
neglect of American farmers for the sake of French motorists. 


Shorter Notes 


Dr Gallup is eating “ pheasant” instead of the “crow ” 
he had to swallow two years ago ; his poll forecast that the 
Democrats would have a two per cent margin over the 
Republicans in the House of Representatives, an estimate 
that is borne out by the election results. 


* 


A private financing scheme this week enabled Mr Henry 
Kaiser to hand a cheque for $91,476,989.92 to the Recon- 
struction Finance Corporation. He thus paid off, twenty 
years early, the government loans which in 1942 enabled him 
to go into the steel business and give the west coast its much 
desired steel plant, an enterprise that at that time seemed too 
risky to attract private backing. Under the new scheme ihis 
plant, at Fontana, California, is to be expanded to an annual 
neg a of 1,380,000 tons and a tin plate mill is also to 

uilt. 


* 


The United States government has returned the super- 
liner United States to the United States Lines. Unless plans 
are changed again, the ship will, when completed, carry 
tourists instead of troops, and will be the American champion 
in the competition for the blue ribbon of the Atlantic instead 
of the military transport which it was in danger of becoming 
after the Korean war broke out. 
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THE WORLD OVERSEAS 





Private Kim and Corporal Lee 


(From a Correspondent lately in Korea) 


HEN we first met those stolid battalions of Private 

Kims and Corporal Lees, in those early days of con- 
fusion and dismay when every line and aspect of the country 
seemed full of unknown and potentially hostile factors, he— 
the South Korean ally—was the biggest mystery of all. He 
was clearly for us, on principle ; over his improvised barracks 
and public buildings the signs stared in varying degrees of 
stumbling enthusiasm: “ Well come United Nations!” and 
“Huray Huray for Democracy!” It was very soon equally 
clear that the signs, having been put up wholly by the local 
bankers and chamber of commerce associations, in no way 
reflected the emotions of Private Kim and his countless 
relatives, who appeared to accept them in the same spirit as 
they did the coca-cola boards and the wild irruption of two- 
ton trucks. From the very first it was quite evident that there 
were two utterly unassimilable armies at work on the defence 
and later liberation of South Korea. Such liaison as there was 
to be found was strictly at the administrative level ; further 
down, there was nothing. The language problem presented a 
barrier that no one seemed disposed to tackle ; there appears 
to be no acceptable form of pidgin-Korean, and even the old 
occupation Tokyo-hands with a grasp of Japanese found, 
in Taegu or Waegwan, that they might as well have been 
in Albania. No one complained, much. Orders were orders ; 
they filtered through. For the rest, there seemed little that 
the GI would wish to discuss with the Korean. From the 
start the enemy Korean was, inevitably, the Gook. Later, 
because of the virtual impossibility of distinguishing a North 
Korean from a South Korean—leading to some disturbing 
cases of misunderstanding and some dangerous infiltrations 
among the refugees—all Koreans became Gooks, a term it 
is impossible to apply affectionately. It was exasperating 
that, by and large, the most positive emotion felt by the 
majority of the United Nations troops was that of contempt 
for the people they were there to defend, but there it was ; 
the Koreans are not a likeable people, nor was the general 
civilian attitude, at the best, much more than a vaguely 
resentful acceptance of the tide of assistance. As for the 
South Korean ally, he waged his war in his own way, and 
it was seldom the GI way. It was not until mid-September, 
for example, that any attempt was made by the UN command 
to mix S. Korean and American units in the field, and then 
only tentatively. 


Heroisms and Excesses 


The Korean’s character seemed full of Oriental paradox. 
Sometimes he would, quite literally and in a matter-of-fact 
way, lay down his life for you. Sometimes he—or his 
brother or father, or even his grandmother, dressed in the 
drab anonymous white of the country—would produce a 
grenade from a refugee’s bundle and blow off your leg. As 
a soldier, he was variously capable of dramatic moments of 
military endurance and resource, and of mad bursts of head- 
long flight. But whatever he did or refrained from doing 
was a corporate United Nations matter ; he fought (at least 
theoretically) under the olive-branch flag. 

It was never possible to obtain a firm and official figure 
of the number of South Korean troops in the field. During 
the entire summer “ box ” period their divisions were holding 
the whole right flank from Kyongsan to Pusan. They were 
at most times heavily outnumbered. The big call-up of July- 


August was undertaken to put 150,000 men under arms— 
or at least within reach of arms—in what must surely have 
been the most intensive short-term conscription drive ever 
seen outside a Communist country. The intake was vast, 
the training almost unbelievably rapid and cursory. The 
entire period of military drill and instruction took five days. 
The man was drafted at the age of eighteen. On the Sunday 
he might be at work in the paddies or the shop ; by the 
following Sunday he was in the line. 


Quick-Witted Recruits 


I made a study of this assembly-line process, the five-day 
manufacture of troops from peasants which could surely 
have succeeded nowhere but in the East. There was the 
taking of the oath—a curious matter which for some reason 
nobody took the trouble to publicise, though it seemed to 


_have some bearing on the political implications of the cam- 


paign. Even at that time, when the crossing of the 38th 
parallel was still very much in the realm of theory and 
debate, the South Korean recruits were swearing, among 
other things, to “restore the unity of their country within 
its frontiers.” From the moment the conscripts entered the 
barrack-yard work began ; each man was assigned a specific 
place in the team of a particular weapon—a mortar here, a 
Browning automatic rifle there—and instructed with the 
utmost intensity for eleven hours a day in the basic principles 
of its operation, without any pretence at time-wasting theory. 
Overseeing the process were two American master-sergeants 
from KMAG (Korean Military Advisory Group). Around 
them a group of Korean NCOs drove in the lessons with 
venomous whacks and thuds from a short stick on anyone 
foolish enough to appear slow-witted. Few were. The 
recruits were astonishingly quick at picking up the funda- 
mental motions. 

I observed the course through the person of a young 
student-conscript, Kim Chung-ki. Like so many Koreans 
with any pretensions to intellectual standards, he held him- 
self aloof from the whole issue of the war as an ethical, 
or moral question ; he resented and feared it ; he expressed 
himself as strongly against the arrival of the Communists, 
but having to oppose them physically he disliked as a horrible 
interruption of his private life. He hoped, faute de mieux, 
to become an interpreter. In his second day he became a 
squad-leader ; from that point no other recruit in his sleeping- 
room might begin to eat the meal until he had begun. As 
a private soldier he would be paid at the rate of 1,000 won 
a month—about four shillings, with the won at 5,000 to the 
pound, in its wholly theoretical value. As a staff-sergeant 
he would get 2,000 ; a tech-sergeant 7,700, a master-sergeant 
8,500; in the fantastically unlikely event of becoming 4 
general he would be paid 25,000 Korean won a month. In 
the enlisted-man class, this was calculated at a bit under 
subsistence, as with most armies ; the price of rice was 3,000 
won a mah, which is a little less than half of what a man 
eats in a month. 


At the end of the five days he was loaded into a lorry and 
sent north-west, towards the South Korean Capitol Division. 
He did not, in fact, have a rifle, but he would in the line 
be stationed near to a comrade who had, whose weapon he 
might inherit. Later on, there would be guns. He made, 
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one has no doubt, an excellent infantryman, capable of con- 
siderable heights of personal bravery and certainly—as I 
frequently saw for myself—of quite remarkable physical 
phlegm and fortitude after physical injury. He had—it 
seemed equally obvious—the most sketchy and inadequate 
doctrinal understanding of what he was fighting about. Nor 
was that by any means confined to the South Korean ally. 
It seemed the more disturbing, however, in that the result 
affected him more closely ; moreover, he belonged to a nation 
whose educational standards are not low. One of the most 
striking aspects of Korea was the fact that almost without 
exception every building of any pretensions whatever to 
solidity or permanence was a school, or a college—a curious 
sidelight on Japanese colonial methods. At the outset of 
the campaign, however, every building of any quality at all 
was commandeered for this or that military purpose, and 
the pupils dismissed indefinitely ; the first result of the 
two-way war for enlightenment was the complete stoppage 
of all education throughout the country. Among the twelve 
thousand harrassments which will bedevil the United Nations 
Commission in the months to come, that factor has probably 
not been overlooked. 


The Gray Report 


Mr Gorpon Gray, in his report to the President, has con- 
densed into ninety-nine pages* an analysis of the future of 
American economic policy which contains everything that 
external observers of that policy could reasonably hope for. 
More important perhaps even than his recommendations are 
the major premises from which they are deduced. Unless, 
he says, the recipients of American aid are at one with 
American purposes in giving aid, the aid itself will bear a 
bitter fruit, if it bears any at all. In the past, Americans 
have been sometimes heavy-handed; morale in many 
recipient countries is seriously low, and it does not follow 
from the fact that aid has been accepted that its purposes 
will be furthered. There must, therefore, be some recasting 
of the American approach to economic aid, and its new 
principles should be a greater recognition of identity of 
interest and a return to a partner relationship with the rest 
of the free world. Thus Mr Gray’s advice to the Adminis- 
tration and to Congress is to take the long view and the 
broad view of economic programmes or they will not fulfil 
the objective of American foreign policy, which is to save 
the free world ; to see through the “ Buy American ” fallacy ; 
hot to tie every dollar, and not to expect an immediate or 
tangible economic return from all assistance given. The 
time, he says, has come to base aid on an “ overall assess- 
ment” of the global economic position and to abandon the 
Project-by-project, country-by-country, calculations which 
have been the basis of Marshall aid. 


Mr Gray’s recommendations fall under three main heads— 
western defence, development, and commercial policy ; and 
in his argument he treats them as closely related, in logic 
and in practice. By the end of 1950, it was clear that the 
problems of recovery were nearly over and that there would 
be no further need for dollar subventions to Western Europe 
or Japan after 1952. The problems that remained related 
mainly to ensuring adequate export markets and they could 
and should have been solved, not by dollar grants, but, on 
the European side, by increased competitiveness, and, on 
the American, by increasing imports and outflow of free 
capital. Then came Korea, and intensified rearmament ; 
marketing problems disappeared overnight and the supply 
of dollars got longer, as a result of increased activity in the 
United States and of rising import prices. But rearmament 
brings new problems for the countries of Western Europe ; 
their demand for dollars becomes greater, and will do so 


* “Report to the President on Foreign Economic Policies.” US 
Government Printing Office, Washington, D.C. 40 cents. 
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increasingly, and the burden of increased military production 
imposes a new strain on their economies generally. 


Some of this increased strain can be absorbed by existing 
resources, by cuts in current consumption and investment, by 

aggressive measures” to eliminate all under-employment 
of resources, and by increased productivity through reduced 
protection. Some of the increased strain—but not all of it 
if rearmament is to be adequate, and the economic and 
political health of the countries concerned is not to be 
prejudiced. United States aid will be needed, in addition 
to military equipment, to bridge the gap for at least the 
next three or four years. Its object should be to help finance 
partly their increased foreign exchange requirements, and 
partly the burden of increased military production. It is not 
explicitly stated that this aid should be “ free ” but by impli- 
cation it is fairly clear that at least part of it should be so. 
Nor is it clear whether existing aid to Western Europe, other 
than through the European Payments Union, should be dis- 
continued, but Mr Gray implies it might well be revised, 
and possibly replaced altogether, by aid on the new basis. 


Increasing Resources 


Against the background of the western defence effort, 
development of the under-developed areas acquires a new 
urgency. Here, Mr Gray strips the wool from the eyes of 
those—and there are many of them—who still believe that 
private investment, with a smattering of government- 
financed technical assistance, will do the trick. Private invest- 
ment, he agrees, is the most desirable means of development, 
and the original Point Four proposals for investment treaties, 
and guarantees to private investors, should be enacted forth- 
with. But in the early stages, before the development of 
basic services, its function can only be strictly limited even 
if investment conditions in under-developed countries were 
not so inherently unattractive, and, Mr Gray insists, what 
private investors do not do, public funds must. The Inter- 
national Bank and the Export-Import Bank should between 
them achieve a net outflow to under-developed countries of 
$600 to $800 million a year, as compared with total authori- 
sations of $462 million and net disbursements of $144 million 
in 1950. He agrees that the inadequacy of their past activities 
was due to lack, not of funds, but of opportunities, but 
believes that it was also because of restrictions on the type 
of financing which these institutions were prepared to under- 
take. In future, this must be broadened to include lending 
not merely for the dollar needs of the borrowers, but for their 
internal costs as well, and there should be a “ general policy 
of permitting” untied dollar loans. Grants may also be 
necessary, as an initial incentive, or where the particular 
project cannot finance the servicing of a loan, and total annual 
expenditure on grants and technical assistance should be 
increased from $150 to $500 million per annum. 


Into the same context, Mr Gray places his views on United 
States commercial policy. The freeing of world trade from 
discriminatory restrictions remains “an important object of 
United States economic policy.” If this was true before 
rearmament, it is doubly true now. Short of a total mobilisa- 
tion of resources only possible in time of war, part of the 
long-term remedy for world shortages must be to increase 
both the volume of existing resources, and the efficiency of 
their use, through increased competitiveness and reduced 
discrimination. Further, under the threat of serious inflation, 
the United States itself cannot afford to continue restrictive 
practices—it is something of a shock to find Mr Gray apply- 
ing to the United States the familiar British cry of “com- 
peting claims on our limited resources.” 


Mr Gray recognises at the outset that the extent to which 
other countries can afford to move in this direction is largely 
a function of the United States own trade practices. So he 
makes perhaps the most revolutionary statement in his whole 
report—‘* This Nation has nothing to fear and much to gain 
from liberal trade import policies.” The first thing, therefore 
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is for the United States to practise its own sermons. Con- 
gress should ratify the charter of the International Trade 
Organisation ; it should extend for a four-year term the 
President’s powers to reduce tariffs under the Reciprocal 
Trade Agreements Act; it should review its agricultural 
support policy and the cargo preference system for. American 
shipping ; it should pass the Customs Simplification - Act of 
1950, and it should repeal the Act of 1933 which obliges 
government purchasing agencies to discriminate in favour of 
domestic supplies. Simultaneously, the United States should 
encourage its foreign partners to move towards converti- 
bility ; it should continue dollar aid through the European 
Payments Union as the first step in this movement, and it 
should consider now, for application when the time is ripe, 
the possibility of easing the last stages of their journey by 
the provision of stabilisation credits. 

In return, Mr Gray asks only this of European beneficiaries 
—that they face up to the impact of “ vigorous competition,” 
and that they fully employ all their resources. Without this, 
Western Europe’s economic potential will be seriously and 
unnecessarily limited, and America will not be able to afford 
the additional burden. He does not attempt to demand an 
immediate return to convertibility and, indeed, his assess- 
ment of Britain’s financial position as affected by rearmament 
is extremely sympathetic. But he asks for some forward 
move, and in particular, for the removal of all barriers to 
free trade which are not necessary to safeguard essential 
foreign exchange reserves. There is evidence, in these 
passages of the report, of compromise drafting—doubtless 
to meet the wishes of the State Department and of the 
Treasury. Thus in one place, the restoration of enough 
convertibility of currencies to permit the settlement of deficits 
“with any currency area including the dollar area” is 
described as the minimum that the United States should 
require, in other places it is recognised that to restore the full 
convertibility of currencies, and particularly of sterling, will 
take a long time. Perhaps the most significant part of the 
report is its willingness, in the interim, not only to tolerate 
the discrimination against the dollar that is inherent in the 
sterling area and the European Payments Union, but to 
welcome them for the partial multilateralism they permit. 


The Reorganisation of 


The Ruhr 


[BY OUR SPECIAL CORRESPONDENT] 


THE reorganisation of the heavy industrial combines of 
the Ruhr under Law.27—the tripartite successor to the 
Anglo-American Military "Government Law 75—has become 
of increasing urgency in recent weeks. Both Germans and 
French have now made demands in regard to the Law a 
condition of the Schuman plan ; and the plan is in turn a 
French condition for allowing a German force to take its 
place in a European army. a 

The complex history of Law 27 dates back to 1945 when 
the Ruhr lay prostrate, and the British assumed trusteeship 
of the heavy industrial combines, in order that the ating 
companies might get on with production, and the old owners 
be removed from power. By “Operation Severance,” ‘25 
steel companies were cut out of six big combines—the 
Vereinigte Stahlwerke, Krupps, Mannesmann, Kloeckner, 
Hoesch and the Gutehoffnungshuette, and worked under 
British supervision. The separated coal mining companies 
operated under the very efficient control of the British. It 
might be said that this interim period saw the end of the 
power of the former “ Ruhr barons ” with family interests in 
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the concerns, and a new era of power for the compan 
managers. 


With the idea of ending the uncertainties of this emergency 
period, the British, now joined by the Americans, promu- 
gated Law 75 just three years ago. From the start this 
measure suffered from the-fact'that it mixed punitive poli- 
tical aims with economic proposals, and so made German 
opposition inevitable. It set out to break up excessive con- 
centrations of power in German heavy industry and to pre- 
vent the return of the old owners, on the grounds that the 
past organisation and personalities had fostered war. At the 
same time, it laid down that the industry was to be regrouped 
on the most efficient lines, and that the German Government 
was to have the last word on ownership. Finally, the Allies 
were to retain the right to reject the German plan for re- 
organisation, and to formulate one of their own. The German 
plan was to be drafted by two bodies working under the 
Allies—the steel trustees administration and the German 
coalmining control (DKBL). They could keep the Federal 
and Laender Governments informed, but.no more. 

The steel trustees and the DKBL have worked separately 
and at different speeds. The DKBL reached agreement with 
the miners’ union on the need to separate coal from steel, and 
presented a draft plan to the Allied control authorities some 
weeks ago, which called for the setting up of some 23 different 
coal companies. The steel trustees have faced a much more 
complicated task. They are, however, far advanced, and, 
given their head they could probably regroup the industry in a 
few months. 


Should Steel Companies Own Coal? 


A long time ago it was plain that the trustees would be 
glad if the Bonn Government would intervene and relieve 
them of some of the responsibility of their vital task. But 
the first intimations last year that the Government wanted 
to have a share in the decision met with refusal from the 
Allied side, on the ground that unpopular measures would 
have to be taken and it would be better if the Government 
did not bear the responsibility for them. 


A further claim of old standing is that the shareholders in 
the liquidated combines shall be given the right to exchange 
into holdings of the newly-established companies. The 
Germans attach great importance to this point. It is, how- 
ever, not clear how the exchange could be effected, since the 
new concerns are to be formed out of parts of others in a 
general reshuffle ; but it is also not clear how the capital is 
otherwise to be found. 


Finally, the steel trustees have met with extreme difficulty 
in deciding the crucial question: shall the new steel com- 
panies own coalmines, and if so, to what extent ? Pressure 
has been great from some trusts to reform the Ruhr on 
much the same basis as before. For the steel interests, the 
power to control coal is obviously a great advantage. The 
French, however, see that their own steel companies in the 
Schuman pool will be placed at a disadvantage if the Ruhr 
steelworks can continue, as before, to manipulate coal prices 
to their own benefit, and have assured supplies when others 
may go short. Eg 


_ The whole question has reached a new climax. German 
indignation at the “ interference ” of the occupying powe!s 
came to the surface when the announcement was made in 
September on the authority of the Allied steel control that 
most of the big holding companies were placed in liquidation. 
This announcement came three days after the Foreigo 
Ministers’ communiqué proclaming a new era in freedom 
for Germany. It was of no avail to point out that the step 
was laid down in Law 27, that it did not mean liquidation in 
the sense in which the term is understood in German law, 
and that the companies would continue to operate. Dr 
Adenauer lodged a protest, and let it be known that unless 
the Allies handed over to the Germans’ there would be little 
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hope for the Schuman Plan. The Bonn Government claimed 
the right to take responsibility for the future of the Ruhr. 
It was rumoured that the Government’s experts had prepared 
a draft scheme of their own, which called for the reconstitu- 
tion of the link between steel and coal. 


Since then the Government, the trustees and the DKBL 
have combined to agree on a draft for presentation to the 
High Commission ; but the Commission has not consented to 
hand over the decision to the Germans. Their agreed draft 
js not yet public. Reports say that it is a compromise on 
the Government’s first plan, in that it proposes no fewer than 
20 steel concerns and 23 coal companies. The extent to which 
steel shall own coal is, however, still not agreed, though the 
Bonn Ministry of Economics has suggested that 20 per cent 
of Ruhr coal should be in the hands of steel companies, 
instead of 55 per cent as before. 


Formidable opposition can be expected from the German 
trade union leadership to any plan which places the coal 
industry at the mercy of steel, and allows the old owners to 
regain their holdings. The union leadership is preparing to 
battle for the removal of the former Ruhr industrialists, and 
for a form of socialisation which would place 50 per cent of 
power in the hands of representatives of the trade union head- 
quarters. They are not concerned with the break-up of trusts, 
as such, nor with nationalisation on the British model, but 
with this matter of power for the union. One of the main 
reasons why the German steel industrialists and their 
associated politicians so strongly object to Allied policy 
hitherto is that they are wrongly convinced that it has 
favoured the unions’ aim. 


In spite of the long drawn out period of uncertainty, the 
steel companies have invested astonishingly large sums from 
their own resources and have expanded production by 41.3 
per cent in the past twelve months. As an instance of their 
financial strength, the Huettenwerk Rheinhausen may be 
cited. This company, “ deconcentrated”” from the Krupps 
concern, invested no fewer than DM 25 million (over {£2 
million) in repairs and reconstruction between June, 1948, 
and September, 1950. The process of writing down these 
investments, in order to start afresh the process of building 
up hidden reserves, will doubtless be resumed by this and 
similar companies. But even the maintenance of present 
production, it is claimed, requires the investment of 
DM 1,000 million a year. 


How Much More Steel ? 


The boom that followed Korea has been astonishing. The 
volume of orders in September this year was nearly four times 
as great as the average for 1949, and was more than double 
production. The United States entered the market with a 
rush, and over 1,200 tons of steel a week have been going 
from the Ruhr across the Atlantic. 

The question of expanding capacity is likely to become 
acute. At present capacity is about 143 million tons of crude 
Steel a year, and production is running at about 13 million 
tons. The iron and steel industry as a whole is only working 
at 90 per cent of the 1936 level, compared with an overall 
industrial level which is 21 per cent above 1936. There is, 
therefore, room for further expansion of output ; but the 
Ruhr is deeply concerned with the fact that its industry is 
twenty years or more behind its competitors in modernisation, 
and in particular, lacks a continuous strip mill for the mass 
production of sheets. The post-Korean boom, it is hoped, 
will the German claim that they should re-equip 
the Thyssen works to produce a million tons of steel and 
instal a strip mill for ing this output. The Reichswerke 
— Goering works) would, ane cae 

» 0€ re-equipped to produce §00,000 tons 0: ; 
bar, however, the Sikes anoers have a pase their per- 
mission for any expansion of capacity. that has been 
Conceded is that ion for export to the West will not 
be counted in the ceiling of 11-1 million tons of crude steel 
per annum. 
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New Order in China—Il 


[BY OUR HONGKONG CORRESPONDENT] 


THE Manchurian region, beyond the Great Wall, is organisa- 
tionally separate from the rest of China; forming a closer 
appendage of the Soviet Union proper, it seems doomed 
once again to participate in a “ bloc development,” this time 
tied not to Japan but to Russia. Manchuria is partly under 
direct Russian occupation, and wholly under Russian super- 
vision. The executive functions are there greatly decen- 
tralised and departmentalised, but control and decisions are 
highly centralised. The emphasis is on “industry,” as it 
was under the Japanese. Soviet advisers are found in most 
offices of government, and Scviet technicians or experts in 
the main state enterprises. The private sector comprises a 
host of small workshops ; these are restricted to finishing 
processes, and are under steady pressure either to amalgamate 
into controlled co-operatives or to merge with government 
undertakings. 


Stakhanovism is applied in an extreme form, and there is 
“ socialist competition ”—units or districts challenging each 
other in duels for increased production. There are consulta- 
tive committees, in which workers are invited to further pro- 
duction and rationalisation, and are privileged to put forward 
their own views as to how their own labour may be intensi- 
fied. This drive in the factories has done quite well, owing 
initially to the artisan enthusiasm of the workers and later 
to the adroit direction of the flow of consumer goods to give 
them preference over other classes. Coal mining claims 90 
per cent of the output reached during the Japanese occupa- 
tion, though it is admitted that only 50 per cent of the equip- 
ment—removed by the Red Army in 1945—has n 
restored. Electric power generation has returned to about 
two-thirds of the Japanese peak, non-ferrous metals to about 
a quarter, textiles to a similar fraction; it is claimed that 
the chemical industry is fully rehabilitated, but admitted 
that paper pulp production is insignificant compared to 
“ Manchoukuo ” levels, while the manufacture of machinery 
is also extremely low, since the Russians largely removed such 
items as machine tools. The railways are working well, 
under Russian staffs. 


Defects Of Stakhanovism 


The Sino-Soviet Pact of 1950 deals mainly with the 
rehabilitation of Manchuria, and the industrial loans under 
that Pact chiefly provide for the restoration of the equipment 
looted by Russia (though the sums mentioned appear inade- 
quate even for that purpose, if the figures of the Pauley 
Mission are accurate). Further industrial revival in Maa- 
churia is therefore probable. The defects of Stakhanovism 
are, however, already apparent ; it drives everyone to an 
unscrupulous struggle for output at all costs, with a general 
disregard for quality and for the depreciation of plant. 

Agrarian reform has been completed in Manchuria, on 
exactly the same basis as in the Soviet Union. The total 
cultivated area is, however, still short of the figure maintained 
under the Japanese. Though the redistribution of land 
removed the big landlords, it generally left the former tenants 
with land but without tools or capital to cultivate it. Kolkhoz 
arrangements are proceeding slowly to overcome these diffi- 
culties, but the general level is more primitive than ever. 


Accounts of the social framework in Manchuria thus 
indicate a basis similar to that found in Russia itself. The 
North China region appears rather as a half-way house to 
this stage of Communism. Peking is an administrative and 
intellectual centre ; there has been only vague talk of its 
industrialisation. It is quite a stage-post for indoctrination ; 
in which it appears that the attention was first concentrated 
on the higher levels. The maximum use was made of the 
disgust felt by all intelligent and educated people against the 
Kuomintang, and the practical “bankruptcy” of the west 
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was stressed, and contrasted with the honest realism of the 
people. Intensive courses, and the astonishingly effective use 
of infinite repetition, soon make the appropriate jargon a 
habit ; and even the best minds are quickly silenced or 
neutralised. The student movement has always been a main- 
stay of Chinese Communism, and undergraduate enthusiasm 


(with, at last, the prospect of rapid promotion for this class) 
is fully utilised. 


Private Enterprise Controlled 


Of the industrial aspect, Tientsin is the best example in 
this region. As in Manchuria, the major undertakings have 
been nationalised ; there are now 69 government owned 
factories in Tientsin with over 40,000 workers (40 per cent 
of the factory population), all having electric power and full 
mechanical equipment, against more than 10,000 private 
workshops, which have an average of only six workers each, 
and only 30 per cent of which have any power-driven 
machinery. The state sector, as in Manchuria, employs 
Stakhanovite methods and presses hard to absorb the private 
sector. In North China, there are larger entrepreneur and 
merchant classes than in Manchuria, and the preliminary 
struggle has been to get these under full control. The 
liberation (end of 1948) was followed by a very severe 
slump ; trade and industry were practically at a standstill 
during most of 1949. After the liberation of Shanghai, 
however (May, 1949), trade and transport revived. During 
this revival, the state sector was “consolidated” on the 
lines indicated above. Thereafter, a more direct squeeze 
was put on the private sector. Merchants, manufacturers 


and others were invited to make “ voluntary” subscriptions 


to Victory Bonds ; collectors would call, who specified the 
sum the concern was expected to contribute, and displayed 
an exact knowledge of its bank balances (sometimes even of 
its accounts held abroad !). 


This technique, plus penal taxation, halted the inflation ; 
but it brought the collapse of the boom, and thousands of 
bankruptcies. It was accompanied by a selective use of 
“ encouragement loans,” to put private concerns into a state 
of dependence on government credit. The administrative 
system is similarly used as a “class weapon” ; disfavoured 
activities have to go through an incredible complexity of 
bureaucratic procedure, but the latter is magically short- 
circuited for any transactions of which higher authority 
approves. Tariff and exchange controls were also effectively 
used. This policy may now, it appears, have achieved its 
objectives, for recently the pressure has been eased in all 
these respects ; and life in North China is not altogether 
gloomy, from the “ petty-bourgeois ” point of view. 

In Shanghai, in the zone of the East China People’s 
Government, heavy fines, damages for past or present mis- 
deeds, constant wage-increases, and inordinate taxation were 
imposed on employers after the liberation. By such measures 
of class war, the capitalist class was brought to its knees ; 
broadly speaking, this procedure has been used in this zone, 


rather than the discriminatory development of | state- 
ownership. 


Russian Mystery Men 


In the matter of indoctrination also, there appears to be 
an interesting difference in the East China Region. With the 
double aim of “ debunking ” the technical superiority of the 
Occident (with which Shanghai especially was familiar) and 
of enticing the best technical and organisational talent of the 
area to go north, great stress has been laid on the qualitative 
superiority of Russian technique. More generally, the effort 
is made to foster to the utmost that longing for industrialisa- 
tion which looms so large in the Asian mind today. 

Various reports have been given of the presence of 
Russians in Shanghai and elsewhere ; these accounts have 
generally a sensational tinge. Evidence suggests that these 
Russians are to some extent “ built up ” for Chinese popular 
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consumption, as Mystery Men. They work in fact for the 
large Soviet state trading organisations, for the Sino-Soviet 
airlines project, etc.; but it is also suggested that they are to 
work, in “ back-room ” fashion, some miracle for China, and 
are generally to exemplify Russian technical superiority 
Anti-Russian feeling in China is strong in some respects « 
these aspects are studiously avoided in education and propa- 
ganda, and replaced by this stress on Russia’s technical 
promise for China. 


Only in a partial and modified form have all these motives 
and procedures of the great “ overturn” as yet reached the 
vast areas and hinterlands of south, central and western 
China. There, the land reforms have largely been halted, 
and industrialisation is not immediately to the fore; the 
Communists hold all the key points, and have reformed 
ee esc in every respect. Famines rage, banditry is rife. 

olitical and economic life is largely in abeyance ; the general 
criteria are those of carrying on, on the present interim basis, 
till a new stage is reached—which eventually appears to 
depend on external, rather than internal, events. Canton and 
other southern cities are experiencing stagnation and lethargy, 
State control is cumbersome, and defensive rather than (as 
in the north) aggressive in its policy. Yet, despite all this, 
and despite the widespread breakdown of that extensive and 
complicated network of personal and local contacts on which 
the economic life of these vast regions depends, there con- 
tinues a fair volume of trade ; and the age-old industrious- 
ness of the inhabitants may still be described as antlike in 
its persistency. 


Butter and Guns for 
Denmark 


| [FROM A CORRESPONDENT] 


Tue first act of the new Danish Cabinet, which took office 
on October 28th under an Agrarian Prime Minister, Mr 
Eriksen, was to abolish butter rationing. One of its next acts 
was to introduce in a modified form the measures which all 
parties except Communists had agreed as long ago as August 
were necessary to finance Danish rearmament. It was on the 
incidence of these new taxes and loans that the extraordinary 
general election was fought in September. When the Rigsdag 
reassembled the Social Democrats, who had gained two 
extra seats, reintroduced unchanged their proposals for rais- 
ing the extra money nec for defence ; and the accept- 
ance of these measures by opposition had created the 
impression that the recent deterioration of ee 
economic position was bringing the parties together in the 
face of difficulties. It was therefore a surprise when, a week 
later, Mr Hedtoft’s government was defeated—although only 
by 69 votes against 68—when it resisted a proposal for the 
immediate abolition of butter rationing. 


Having prudently abolished butter rationing in face of the 
public feeling on the matter the new Government, which 
consists of seven Agrarians (Venstre) and six Conservatives, 
has now to face realiti to try to make the Danish 
people do the same. The new Finance Minister, in a broad- 
cast on November 1st, made an excellent start. Although 
there are mitigating factors, the blunt truth is that Denmark 
has for some time been living beyond its means. In the 
first nine months of this year imports, on a total trade of 
7,525 million kroner, exceeded exports by just over Kr. 1,072 
million. During October the net foreign exchange posiuon 
of the Central Bank deteriorated by nearly Kr. 2,000,000 4 
day. This is a disappointingly unhealthy situation in view 
of Marshall Aid and help from other international agencies. 

Deflationary measures are therefore being taken. On 
November 2nd the bank rate was increased from 4} to 5 Pe 
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HOW MUCH DO YOU KNOW ? 





Can 
cold air 


heat 
metal? 


7es, when steel is made in a Bessemer converter. 
A blast of cold air is forced through molten iron and 
raises the temperature by as much as four hundred degrees 
Fahrenheit. This burns out the impurities and changes the 
iron into steel. So high is the temperature produced in the 
converter that it would melt a garden roller like a lump of sugar. 


HOW hard can a 
hammer hit ? 


Steam hammers used for 
forging steel can strike a blow 
of 100 tons but the workers 
operating them can make them 
tap a watch glass without 
breaking it. 









The amount of barbed wire for 
fencing made in Britain in 1949 
would go 14 times round the 
earth. A great deal of it goes to 
New Zealand. It helps to pay for 
the wool we need for clothes. 


In Skill and 
Enterprise 


mr) 


Stee 





=> > VR 
is serving you 
Do young steel men well 
travel far? 


Many young steel men and students are sent abroad each year by 
the industry under a regular exchange scheme. They go to France, 
Belgium, Luxemburg, Holland, Germany and Sweden, and also as 
far as Australia. This scheme is just part of the industry’s training 
Programme to extend general as well as technical knowledge. Pro- 
gress in British Steel depends on the skill, enterprise and knowledge 
of all who help to make it. 


BRITISH IRON AND STEEL FEDERATION 
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The first senail ale 


Just a hundred years ago the good ship “ GOLIATH ” laid 
the first submarine telegraph cable across the Dover Strait. 
How many would have realised then that this endeavour was 
the first small thread in a web that was to cover the whole 
world with a complicated system of Telecommunications ? 

To-day the 155,000 miles of ocean cables, owned and main- 
tained by Cable & Wireless Ltd., are constantly humming with 
news flashes, business deals and communications of State. 
The Company operate overseas telegraph stations in the Crown 
Colonies and many foreign countries. Their cables link 
United Kingdom postal telegraph offices with the Common- 
wealth cable network. 


CABLE & WIRELESS LTD 


Cable & Wireless Ltd., Electra House, Victoria Embankment, London, W.C. 





Cvs-186 


OUTSTANDING VAL ea 
ie 


RLF k. 














SESE ESSERE SES segssistississss 


822 


" 


Ty. 
HTH HH 338: 


Aspects of enterprise 


No. 1. 


sessttsnrsesssesscssssssssssesss : Sessessssscssssessessssssssss: 


This series of announcements deals in a random 
way with some aspects of the Simon Engineering 
Group's activities, organisation and management. 
Any resemblance to good advertising is purely 
coincidental. But perhaps an impression will 
emerge: the impression of many teams of engin- 
eers and scientists working with enthusiasm in 
the knowledge that they do a useful job—whose 
faith is that private enterprise must be enter- 


prising, and that its justification is public service. 


SUSON-CARVES LTD 
HENRY SIMON LTD 
SIMON HANDLING ENGINEERS LID 


TYRESOLES LTD 





TURBINE GEARS LID 


THOS. ADSHEAD & SON LTD 
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A sensible policy for process steam—No. 23 


Heat transfer 
summing up 


The earning capacity of a process steam plant is decided 
finally by what ppens at the actual point of steam usage. 
The deciding factor is the rate at which the heat is able to 
get from the steam to the stuff being processed. 

In this series of Notes we have described, though briefly, 
steps which will achieve a higher rate of output and reduced 
level of costs. This is a summary : 


(i) Meter the steam supply to each demertinent SO as 1o 
check excessive consumption and to keep proper track of 
departmental costs: 


(ii) On the steam supply pipe to each process heating unit 
fit a small steam separator, so that the steam goes in as dry 
as ever possible ; 


(iii) So control the discgarge of air and condensate from 
the steam spaces that as much heat as possible is transferred 
from the steam at a maximum rate of transmission; 


(iv) Make all practicable use of any “ waste” heat from 
the steam. 


The methods are well tried and by no means expensive. 
And they are highly effective. 


Correspondence to: Spirax Manufacturing Co. Ltd. 
(Economist Enquiries), Cheltenham, Glos. 


NOTES ALREADY APPEARED: Jan. 14, “A sensible policy for provess steam ” 
Jan. 25, “ Whe controle your steam stores 7; Feb. 11, “ Do you get full value from your 
steam?” ; Feb. 25, * What steam costing will tell you "; March ll, * Meter your stean 
to get the facts ""; March 25, “ Why have a boilerhouse ? "’ ; April 8, “ Four pillars 
of process steam wisdom"; April 22, “ Process heat transfer decides plant earnings ” 
May 6, “ Resistant films ¢. process economy”; May 20, “ The air film handicap on 
eulput ""; Jan 3, “ Removing the air film handicap”; June 17, “* Water film against 
process output "; July 1, “ Individual steam separation”; July 15, “ How are your 
steam (reps chosen?" ; July 29, * Better steam trapping, better output economy ”; 
Aug. 12, “The steam circulation system"; Ang. 26, * Steam pressures under ¢ ontre eo". 
Sept. 16. * Thermostatic control simplified "; Sept. 23, oo use of * wa ste’ 
heat from stenm"; Oct. 7, “ Flash steam on the agenda” » 2, “ Better cone 
densate return systems; Nor. 11, “A place for the automatic | pump.” STILL TO 
: Dee. 2; The more you know about process steam; Dee. 16, “ Two instruc- 
tional courses for steam executives”; Dec. 30, “ For aivice on process steam problems.” 





HALT! WHO GOES THERE? 


Unless it is stopped, corrosive water eats insidiously into the iron and 
steel pipes of many industrial water systems. This corrosion is a 
trouble-maker which brings dislocation of work and high maintenance 
costs in its train. But Calgon (Albright & Wilson’s Sodium Metaphos- 
phate) introduced into the system by what is known as Threshold 
Treatment will halt corrosion and banish the troubles that arise from it. 
A few parts of Calgon in a million parts of water effect a cure — a cure 
which our technica” department will be pleased to discuss with you. 


ALBRIGHT & WiLsON 


49 PARK LANE - LONDON -W.1 Tel: GRO. 1311 Works: Oldbury & Widnes 


TBY 
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cent. Last week came a whole Series of new financial 
measures. They have a twofold purpose. Firstly they will 
meet the cost of the new defence measures which Denmark 
intends to adopt as its contribution to the strengthening of 
the Atlantic Treaty Organisation. (The pressure of events 
and of the military committee of Nato comes opportunely at 
a time when important changes are being made in the 
structure of the Danish armed forces.) Secondly, the bills 
will help to right the adverse balance of payments and coun- 
teract inflation. Altogether, in direct and indirect taxes as 
well as loans, they are estimated to bring in Kr. 885 million. 
There is a proposed defence tax to yield Kr. 200 million in 
the next two years, a purchase tax to bring in Kr: 300 million, 
a defence loan of Kr. 150 million, compulsory savings on all 
incomes over Kr. 8,000 (about £400) a year which should 
yield Kr. 170 million, a bachelor tax to yield Kr. 35 million 
and a tax, estimated to produce Kr. 30 million, on all profits 
resulting from devaluation. The effect of these measures is 
to increase Danish defence expenditure to a sum equivalent 
to about 4 per cent of the national income. On the defla- 
tionary side they are accompanied by proposals to cut 
government expenditure by about Kr. 100 million. 


The proposed incidence of these taxes rather than their 
existence has aroused strong political reactions. Yet they 
represent a considerable part of the money the Government 
intends to raise in the 1951-52 fiscal year, when total 
revenue is put at Kr. 2,163 million and expenditure at 
Kr. 2,151 million, of which Kr. 364 million will be for 
defence, apart from the new tax. That they come as such a 
shock and amount now to so much is a measure rather of 
what was not done earlier and more gradually than of the 
actual severity of Denmark’s military or economic position. 


The Lucknow Conference 


[FROM OUR CALCUTTA CORRESPONDENT] 


THE Institute of Pacific Relations Conference at Lucknow in 
October on “ Nationalism in South-East Asia” seems. in 
retrospect to have been as rambling. and fascinating as the 
city of York. The general sense of the meeting was that 
nationalism has grown very strong, is natural for countries 
recently freed, and is the only spiritual force able to resist 
Communism: Nationalism alone, however, is not enough, 
and there must be, simultaneously with the cold war, a 
material economic improvement. 


As to nationalism, each country, however small-and weak, 
was entitled to decide its own future, and to retain its own 
customs and language. But each country should look to the 
United Nations for protection, respect the alien minorities 
in its territory, and perform its obligations as a member of 
United Nations. This brought us with a sigh of relief to 
the old cliché “ unity and diversity”—separate members of 
the United Nations each with its own nationalism but speak- 
ing English as its second language. The Indian delegates 
continually stressed that nationalism is right and proper. 
They added that Communists ‘in the early stages of the 
Struggle for freedom made allies of the nationalists; but 
then, when independence was attained, Russia made the 
Communists toe the sttict party line and submit to party 
discipline, and denied the nationalist leaders. The local 
Nehrus and Patels would then be dubbed the willing tools of 
Dutch, French or American imperialists. 


As to economic recovery, the poverty of Asia was stressed. 
It was pointed out that rice, milk, and potatoes cost the 
Indian working classes more than bread, milk, and potatoes 
cost the working classes in Britain. Asian governments are all 
inexperienced and have not the personnel to take over and 
Manage nationalised industries. Capital cannot be raised 

illy when tax-evasion has become a fine art. Foreign 
Capital is necessary and America must supply it. The 
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Americans agreed, but were profoundly hurt when their 
motives were suspected. The Burmese and Vietnamese 
plumbed the depths of absurdity when they discussed what . 
conditions they would impose before they condescended to 
accept a gift. The Indian chairman talked about responsi- 
bility and asked if the Burmese were working harder. The 
Burmese delegate replied that, now Burma was free, they felt 
free to do anything or nothing. 


Genial to the British 


The British had the warmest receptions and were treated 
with courtesy and geniality. Malaya was referred to as an 
example of “ colonialism,” but its economic recovery, its law 
and order (apart from the bandits), its long-term plans, and 
its introduction of elected governments made the phrase a 
conventional one that deceived no one. Pandit Kunzru 
thought that if Hongkong were handed over to the United 
Nations it would make relations with China happier, but his 
seemed to be a lone voice. . 


“Foreigners” had to fill up residency forms, but the 
British were told with a smile that they were, of course, 
exempt from this. The Americans were deeply hurt that 
they were so suspect. One man said: “ Whatever the US 
does seems wrong. We're damned if we do, and we’re 
damned if we don’t.” Nehru says the United States lacks 
subtlety in dealing with the East. The East is quite prepared 
to tread the American path, but at its own pace, with its own 
methods, and certainly not to rush along tied to jet-propelled 
chariot wheels. Psychologically the East prefers a thoughtful, 
static life, and dislikes the dynamism of the Americans. 


During the conference Pakistani and Indian fires 
smouldered very close to the surface. Their differences seem 


’ as alarming as those between Ulster and Eire. Kashmir was 


also dangerous ground. But, apart from this, Indian and 
Pakistan delegates were excellent. They had facts and 
figures. They knew the extreme difficulty of their task, and 
they knew what was practical politics and what were priorities. 
In the Indian sub-continent trains run to time, road traffic 
is disciplined, and goods are fairly plentiful. The Indians 
do not give themselves enough credit for what they have 
achieved and are apt to magnify their failures—the division 
of India, the lack of co-ordination in planning, high prices, 
over-generous compensations to zemindars, and the pressure 
of big industrialists. 


Delegates of Varying Ability 


Many of the other delegates were of poor metal. Their 
optimism was callow. They believed that all their Com- 
munists are good boys who will never be naughty and violent. 
Vietnam issued an almost daily rhapsody on democracy. The 
Filipinos were unable to be clear about anything and had no 
programme, except to rely on American help for an indefinite 
period; but they were the only ones to admit widespread 
corruption. The Burmese showed complete irresponsibility. 
They asked Mr Melby of the American mission not to visit 
Burma. War dilapidations there have so far been scarcely 
touched. | 


The Japanese sat solidly quiet. They are doing their best 
at economic rehabilitation and looked formidable. Australia 
is particularly suspicious about’ their conversion to democracy 
and called attention to the re-emergence of big business in 
Japan. The Indonesians were likewise unpractical. Agoos 
Salim, one of their elder. statesmen, seriously argued privately 
for over an hour that the Lucknow Residency, the Museum 
and the Imambara, should be pulled down and the bricks and 
stones used to build workmen’s houses in the public parks 
and gardens. The Malayan observer, Ungku Aziz, had all © 
the charm of his race, plus the prestige of a post in Economics 
at the University of Malaya. His knowledge and good sense 
and wonderful command of good English made an excellent 
impression. 
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THE BUSINESS WORLD 





Plan for Coal 


Ts National Coal Board’s long-awaited “‘ long-term ” 
plan will disappoint those who expect from a 
nationalised industry spectacular developments unattain- 
able by private capital. During the next fifteen years 
the board proposes to invest about £520 million in coal- 
mining proper and £115 million on its ancillary activities 
such as coke-ovens. One man is employed in coal- 
mining for every twelve people engaged in manufacturing 
industry ; the proposed investment of £40 million a year 
in coal is less than one-tenth of what the official statis- 
ticians estimate is being currently invested in manufac- 
turing. This proportion does not prove that the 
board has chosen the right scale of investment, but it 
does suggest that the extreme temptations to do too much 
have been avoided. 


The general principles of the plan are those sketched 
some eighteen months ago in the board’s report for 1948. 
Through a zonal pricing system the consumer is to be 
charged the full cost—for production and transport—of 
the particular grade of coal the chooses. The board 
matches the expected demand at these prices against the 
marginal cost of output in each coalfield, in order to 
decide how to divide total production most economically 
among the coalfields. The appropriate level of invest- 
ment in each coalfield is then implied in the level of 
output. 


The board is to be congratulated on adopting an 
economically rational framework for the business 
decisions of a nationalised monopoly. This is pioneering, 
and some weaknesses and confusions can be regarded 
charitably. The first question is whether the framework 
itself is enough. The aim of the plan is to make each 
coalfield self-supporting, or nearly so. But a coalfield is 
an administrative rather than an economic unit ; given 
the board’s methods of pricing, coal will be produced at 
the lowest cost to the nation not if each coalfield but if 
each colliery pays its way, and losses should be tolerated 
temporarily only when they can clearly be attributed to 
short-term causes, The board’s account of this 
of the plan is far from clear. It says that collieries will 
make profits and losses “if only because the situation 
will be always changing ”"—and is silent about other 
possible reasons. It argues that each colliery will try to 
equate its costs to the zonal prices because its future will 
“ usually ” depend on the success it has in this effort. 
There is no attempt at definition of the unusual cases. 
No doubt the board realises that the balancing of profits 
and losses under the plan depends on the way in which 
the schedules of marginal cost for each eld were 
built up. And on this first, detailed stage the planners 
at uarters are in little better position to pass judg- 
ment than is the outsider. Here is the weakness of 
nationalisation by whole industries. But the moral is, 
of course, for the politicians ; the board need not be 
blamed for taking itself as it is. 

_ The second, and immediately more important, ques- 
tion is whether the present plan reflects a wise application 


of economic principles as the board conceives them. The 
plan-making depends chiefly on broad judgments. The 







first is of future demand. board’s outlook is, as the 
first table shows, expansionist. 
PROJECTED Coa. Output 

(million tons) 

| 1938 | 1949 | 1961-5 
Rte 5% cwincesatesS Nis 180-7 195-7 205-215 
Export and bunkers ............ 46-3 18-9 25-35 

MOG bcccivvcbeescccuees. 227-0 214-6 230-250 








The export figure is an assessment based, inevitably, 
on little concrete argument. Inland demand is put at 
205-215 million tons by a simple projection to 1961-5 
of the postwar trend. The prewar trend of consumption 
would have given an estimate of only 190 million tons. 
The cautionary range of 10 million tons may, therefore, 
prove too small. The board shows how for seventy years 
the “real” price of coal—its price in relation to the 
prices of other commodities—has been steadily rising. 
During the last few years coal has become relatively 
cheap, as usually happens during a boom. It might be 
unwise, therefore, to base estimates of future demand 
predominantly on recent experience. Perhaps the coal 
board is not really doing this. It seems to think that the 
plan will make a sharp change in the fundamentals of 
coal economics: that the increase in productivity the plan 
expects to secure will dramatically arrest the upward 
trend in the real price of coal. The grounds for this atti- 
tude are rather obscure. The board estimates that if 
costs were unchanged the plan would reduce the price 
of coal by seven shillings a ton. But it expects miners’ 
earnings to rise as productivity rises, and it does not say 
directly how the benefit is assumed to be shared between 
the miner and the consumer. Since, however, the 
increase in earnings per man-shift is elsewhere put at 
9 per cent, it can be roughly calculated that wage-costs 
are expected to rise by two shillings a ton. The consumer 
(or, if demand is , the coal board’s reserves) may 
benefit to the extent of five shillings a ton. It is, however, 
another question whether this will amount to a reduction 
in the “real” price of coal. It is quite possible for 
mining costs to be fairly stable over the next fifteen years 
while the prices of many commodities are reduced. The 
improvement which the plan is supposed to achieve for 
coal is not so sharp that other industries—including, 
say, oil—may not do better. This is only one of many 
circumstances in which the internal, as well as the export, 
demand for British coal may be less buoyant than the 
board assumes. In this field one guess is t as good 
as the next, but the coal plan might have attracted more 
confidence if the notional figure for future production 
had been put at, say, 220 or 230 rather than 240 million 
tons. 


A more cautious view of the future would have been 
encouraged if the board were getting its capital less 








ly, 
| at 
I-§ 
lon 


re, 





THE ECONOMIST, Nevember 18, 1950 


cheaply. It estimates that some £350 million of invest- 
ment would be needed merely to maintain present pro- 
duction, and this it expects to get from depreciation 
allowances. The remaining £170 million, required to 
raise output from 203 to 240 million tons, is approxi- 
mately what will be borrowed from the Treasury at (the 
plan assumes) 3} per cent. If the interest charge were, 
say, 7 per cent, the marginal cost of the extra 37 million 
tons of coal would be directly increased by some three 
shillings a ton. On the use of the money the plan follows 
the lines mapped out long ago in the Reid report. There 
is little scope for new pits—a total of 22 is suggested. In 
general coal must come from areas already being worked, 
and the policies are to concentrate mining through a 
smaller number of shafts, and to reconstruct the pits 
below the surface for horizon mining and for locomotive 
haulage and power leading. Tentatively 67 major and 
192 minor reconstructions are mentioned. Some 250 
of the present 9§0 collieries will be little changed, about 
go will, by underground reorganisation, be absorbed imto 
neighbouring pits, and seme 350—mostly small—will 
be closed. 

The productive effect of these changes is put at 18 per 
cent more coal got by 80,000 fewer workers. Output per 
man year will rise, that is to say, by 34 per cent in fifteen 
years. For an old extractive industry this would be a 
large but not a startling achievement. The board claims 
that the result is conservatively calculated. If it is a mis- 
calcuiation, it can—in theory at least—be put right by 
adjusting the plan, and doubtless there will be other 
adjustments too. But the board should begin with reason- 
ably accurate ideas about the best distribution of its 
investment among the coalfields, for it is on this point 
that genuine “ flexibility ” will in practice be hardest to 
achieve. Whether a million pounds should be spent on 
reconstructing a pit in South Wales or a pit in Yorkshire 
depends on three main considerations : on the comparative 
physical productivity of investment in the two places ; 
on the relative prices of the different types and qualities 
of coal obtained ; and on the relative transport costs of 
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ge these coals to the places where they can be sold. 
The board describes these three considerations but gives 
no factual information whatever about the second and 
third and only inadequate information about the first. 
What there is, is summarised in columns 1—3 of the 
second table. 
Net changes of output in each coalfield are not in 
ves*measures of the effectiveness of investment, 
but they enable some conclusions to be drawn. In coal- 
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fields where the. labour-force is to be reduced, a net 
change in output understates- the physical productivity 
of new investment ; where the labour force is to increase, 
only part of the extra output is to be attributed to invest- 
ment. Some allowance for this variation in manpower 
may be made by multiplying the change in the number 
of workers in each coalfield by the present output per 
man employed there. Increases in output attributable 
to new investment can then be obtained by subtracting 
the effects of manpower changes from the net changes in 
output. The results are shown in column 5 of the table 
below. They are crude estimates subject to many reser- 
vations, but the only estimates that the published infor- 
mation affords as a means of comparison for the effects 
of new investment on the different coalfields : — 


THE Coat PLAN IN SUMMARY 





| 


























< 5 £2 163 _|%3 
§ Rc S - e 3 56 = 3a 
3 &2| 33, | 83285 Bees | 33. 
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Coalfields Grouped | £33 «| oSa |38_"| £82| 828 
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productivity) Pas & a og | 2538/3588) seek 
r be | g3— | d.aq| 2E59 
2 17 .| g8° | 22s, | g2%3! g38 
§ |sais jae ayes “a5 
Beiter than Average : (1) (2) (3) (4) (5) (6) 
WR cb onc cavaes 12-0 +8-4 —7-3 —2-3 10-7 6-7 
Notts. and N. Derby . 69-0 +8-0 —5-2 —2-1 10-1 6:8 
E. Durham.......... 34-0 +3-0 —9-6 —2-4 5:4 6-3 
Northumberland... 27-0 | 42-3 —7-3 | —2-0 a3 | 63 
Fife and Clackmannan 21-0 +3-7 +1-5 +0-5 3-2 6-6 
RMN occ dd sdnnee 13-0 +2-1 +1-5 +0°4 17 7-6 
S. Derby and Leicester 10-0 +0-4 —1-9 —0-9 1-3 7-7 
Scotland, E. Central... 3:3 —0-8 —§-1 —1-4 0-6 5°5 
S. Staffs. and Salop... 2-7 +0-1 —0-9 —0°3 0-4 6-8 
Below Average : | 
S. Wales (steam and 
bituminous) ....... 70-0 +6-1 —5-2 —1-2 7-3 9-8 
GORE US sinteeade 28-0 -—0-3 | —10-8 —2:7 2-4 11-7 
S. Wales (anthracite). 27-0 +3-1 +3-0 +0-5 2-6 10-4 
W. Durham......... 20-0 —2-4 | —18-7 —4:4 2-0 10-0 
ye eaeeanenre pga 19-0 +2-2 +3-1 +1:1 1-1 17-3 
Ayr and Dumfries. ... 17-0 +2-6 +2-4 +0-8 1-8 9-4 
WHER: cc ccncceees 10-0 +0-2 --1°8 —0°6 0-8 12-5 
Cannock Chase....... 10-0 —0-9 —6-0 —1-6 0-7 14-3 
Scotland, W. Central. . 10-0 —0-8 —6°4 —1-7 0-9 li-1 
SNES « visas vepese 9-0 +0-9 +1-6 +0-4 0-5 18-0 
N. Wales... .......00 5-3 | +0-1 | -1-8 | —0-4 0-5 | 10-6 
Bristol and Somerset. . 5-0 —0°2 —1'4 —0-3 0-1 50-0 
Cumberland ......... 3-6 0 —1°5 —0-3 0-3 12-0 
Forest of Dean....... 0-7 —0°5 —2-2 —0°5 -_ _ 
Great Britain ........ 486-6 | +37:3 | -80-0 ‘— 21-4 68-7 8-3 





~~ (*A further £33-4 million for contingencies is not allotted to the coalfields) 

On the chart the value of investment in each coalfield 
is plotted against its estimated effect in increasing output. 
The straight line represents the average outcome over the 
country as a whole—an increase of 1 ton in annual output 
for every £8.3 of investment (without allowing for con- 
tingencies). The points above this line on the chart 
represent the coalfields where investment is more pro- 
ductive than the national average, while the others fall 
below the line ; these are the two groups separated in 
the table above. For the five coalfields where large 
investments are most productive the range of investment 
costs per ton is narrow—from £6.3 to £6.8; the 
average for all the nine “ better-than-average” coal- 
field is £6.7 aton. Many of the coalfields in the “ below 
average” group compare very badly indeed with this 
result. Even if Bristol and Somerset and the Forest of 
Dean are di the amounts involved are too 
small for the figures to mean much—some coalfields in 
this second group show investment costs per ton of 
almost three times those in Northumberland and East 
Durham. 


It is difficult for the outsider to check the Coal Board’s 
judgment that such discrepancies are justified. The 
heavy investment proposed in some old coalfields is 
explained on the grounds that the geographical shift in 
coal production has hitherto been steady and slow. But 
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the boards self-portrait of submission to the compulsions 
of historical forces is misleading. In the past seventy-five 
years the expanding group of coalfields—notably York- 
shire and the East Midlands—has increased its share of 
total coal production at an average rate of 3 per cent a 
decade. The Coal Board proposes sharply to slow down 
this development ; the expanding group will gain only 
another 1 per cent in the next fifteen years. For Scotland 
and South Wales, which had been declining, the trend 
is reversed, and each will increase its share of the national 
total by 1 per cent. 

This is a surprising decision when the competitive 
advantage of paying lower wages, which used to help to 
maintain the less productive coalfields, has been greatly 
reduced by flat-rate increases. The answer seems to be 
that the premium obtainable for special coals is now 
greater than in the past. All that the outsider can say is 
that the board does not provide enough evidence to 
establish this case. Investment in the anthracite area of 
South Wales at {10.4 per ton may not be unreasonable ; 
the case for spending £70 million on the steam and 
bituminous area at £9.6 per ton is less clear. Certainly 
nothing is said in the plan to explain the expenditure of 
£10 million each on the Warwickshire and Cannock 
Chase coalfields. Kent’s geographical advantage is plain 
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enough, but ‘the investment cost still seems remarkabf 
high. ° Similarly, the extra output of North Staffordshire’ 
gas and coking coals seems to be very dearly bought 
One of the oddest cases of all is Lancashire ; the argu. 
ment is not that Yorkshire coal is dearer after transport 
costs have been added, but that the carrying Capacity of 
the railways over the Pennines is limited. Has the 
Pennistone electrification made no difference? 

It may well be that in all these cases the Coal Board 
has weighed physical productivity against quality of coal 
and transport costs with entire reasonableness. But it 
has not chosen to explain itself in sufficient detail for 
anyone to know. And unfortunately there is some reason 
for not giving it the benefit of the doubt. The board 
explains that in two coalfields—Cumberland and West 
Durham—‘“ weight has been given to the social 
consequences that would result from a sharp reduc- 
tion in mining employment.” It has no business to 
give any such weight. The plan is at present a set 
of proposals for discussion with the miners and later 
for approval by the Minister of Fuel. It is not the 
board’s responsibility itself to weaken the criteria of 
economic efficiency from the start. If there has been 
this sort of woolliness over some decisions, can the 
rest be above suspicion ? 


Aircraft for Defence 


Uv. is expected that the value of orders for military air- 
craft to be built in the current financial year will be 
alittle over £100 million. The Air Estimates last spring 
allotted £55 million for new aircraft ; part of the first 
£100 million of supplementary defence expenditure 
represented additional orders for aircraft; and later 
figures given by the Minister of Defence s that a 
further £50 million will be spent on ai (though 
perhaps not all this year). Expenditure on such a scale as 
this does not imply an impressive number of aircraft, and 
some members of the industry are disturbed at the small 
size of the orders so far placed. These complaints appear 
to be shared Ly the Services themselves. Details of 
orders cannot be disclosed for security reasons, 
but an indication of the possible number of aircraft so 
far involved is given by the fact that a fully equipped 
fighter in quantity production now costs between £35,000 
and £50,000, while the cost of newer and larger aircraft 
is considerably higher. But these figures should not be 
interpretated too closely. Contracts now being nego- 
tiated are for orders which will be paid for in future years 
and they are conceived on a more generous scale. 
Nevertheless, the distribution of orders in the industry 
raises problems quite apart from the size of the 
expenditure incurred. 

-- Orders have been and are still concentrated on the two 
jet fighters developed during the war, the de Havilland 
Vampire with the company’s own engine and the Gloster 
Meteor with two Rolls-Royce engines ; these have been 
in production since the war as standard equipment for the 
RAF and for other European air forces. Consequently 
the factories of these firms have been busier than the rest 
of the industry. This year large-scale orders were also 
placed for de Havilland’s newer Venom and the English 
Electric Canberra, powered by Rolls-Royce engines. The 
balance of orders now in production are for two naval 
fighters, the Vickers Supermarine Attacker and Hawker’s 
Sea Hawk, for certain trainers built by Vickers, 


Handley Page, Boulton Paul and de Havilland, and for 
an anti-submarine aircraft built by Westland Aircraft 
with an Armstrong Siddeley turbo-prop engine. None 
of these orders is very large. 

The valuable orders are therefore still going to a hand- 
ful of firms while the remainder have few or no pro- 
duction orders. This is an inevitable consequence of 
the — a for er sempment in quan- 
tity. But the Ministry of Supply a responsi- 
bility—to maintain the rate of technical development and 
to keep in existence the reserve of technical skill and 
factory space of each individual firm. This must be 
done because designing ability is not necessarily the pre- 
rogative of the few leading firms. The decision taken 
at the end of the war to concentrate on developing gas 
turbine aircraft was undoubtedly the right one, but it 
aggravated the Ministry’s problem. It meant that until 
new aircraft had been developed there could be no pro- 
duction orders. Work has been financed by means of 
development contracts placed by the Ministry, but these 
do not cover all costs, and as a result the financial 
resources of many firms have been severely strained. 

The Germans showed during the war that weight of 
numbers in the air is of little value without technical 
superiority. Therefore, while the Services think in terms 
of standard equipment, the Ministry and the industry 
think in terms of replacements for aircraft and 
engines in production. The Meteor fighter has virtually 
reached the peak of its development. Variations of the 
original Meteor, such as the ground attacker and night 
fighter recently demonstrated, are still being evolved, 
but engine developments have outstripped the endurance 
of the basic airframe. Much the same has happened to de 
Havilland’s Vampire ; the Venom which replaces it 1s, 1n 
spite of a superficial similarity, a radically different alr 
craft with a much more powerful engine. The gaP 
between the range and performance of the Venom and 
the standard Meteor is narrowing, and the Venom has 
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THREE BANKS GROUP 


Tota) resources overt £300,000,000 


A complete, modern banking group with 
connections all over the world and with 
a specialised knowledge of conditions 
affecting trade and finance both at home 
and abroad from an experience gained 
during two centuries of banking. It is a 
banking group, moreover, giving indi- 
vidual attention to the particular require- 
ments of its customers. 


SOTO, 





PTT MAUR UHV UALR LLL 


ANASZ 








JINN 





ROYAL BANK OF SCOTLAND 


aN 






pvt VHUUutreeete ere RENNER RAL 


= 2 Founded 1727 Edinburgh, London & Branches 
S GLYN, MILLS & CO. 
az Founded 1753 London 
P} 2 WILLIAMS DEACON’S BANK LTD. 
} 2 Founded 1771 Manchester, London & Branches 
A) lil AT HN RR 
> ee 
EE aL WOE WE WH NUM NOE NDE VUE NE NOE OA NDE NPA NDA VODA VA NA NE Vs 





Not all the gold is in Kalgoorlie 
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The many opportunities open to business men in Australia 
and New Zealand are far richer than the famous “ Golden 
Mile” of Kalgoorlie, Western Australia gold mining centre. 
The Bank of Australasia offers up-to-date information on 
prevailing market conditions to business men interested 
in trade in Australia or New Zealand. Write for our booklet 
“The Answers To Your Questions” which may be 
obtained from the Bank on request. It contains not only 
information concerning the commercial world but also more 


Personal details about life in these two Dominions. 


THE BANK OF AUSTRALASIA 


(Incorporated by Royal Charter 1835) 
MANAGER; G. C. COWAN 


Head Office: 4 Threadneedle Street, London, E.C.2 


Strand Branch: 263 Strand, London, W.C.2 
(opposite Australia House) 




























INDUSTRIAL AND COMMERCIAL %\ 


I.C. F.C. 


FINANCE CORPORATION LTD. 


SHAREHOLDERS 
THE ENGLISH AND SCOTTISH BANKS i 


I.C.F.C. in the Midlands 


An office of the Corporation is now open 
in Birmingham to deal with enquiries and 
proposals. 


I.C.F.C. since its establishment in 1945 has 
made available over £20 million in amounts 
from £5,000 upwards to some 330 small and 
medium-sized businesses, mostly private com- 
panies, by way of long-term loans and share 
capital. It offers economy, despatch and 
flexibility in method. 


The purpose of the new office is to bring 
I.C.F.C.’s facilities closer to Industry in the 
Midlands. 





Full particulars of the facilities offered may 
be obtained from 


The General Manager, The Birmingham Manager, 
7, Draper’s Gardens, 214, Hagley Road, 
London, E.C.2. Edgbaston, Birmingham. 


THE BANK AS 
EXECUTOR OR 
TRUSTEE 


The District Bank Executor-Trustee Service provides 


economical administration with 


Complete Security 
Absolute Privacy and 
Continuity of Management 


Full particulars of these and other advantages of 
appointing the Bank your Executor are available at 
any branch or at the following offices of the TRUSTEE 
DEPARTMENT :— 
57, KING STREET, MANCHESTER, 2 
71, CORNHILL, LONDON, E.C.3 
51, DALE STREET, LIVERPOOL, 2 


1 UPPER MARKET SQUARF, HANLEY 
68, CHURCH STREET, LANCASTER 
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before the Spaniards 
conquered Mexico, the i. 
native Aztecs were 


familiar with the cacao X 





coven and used thijsecds asmency. 
Cocoa was introduced to Europe in 4 
the 16th century and soon became -' 
a fashionable and popular drink. 
Indeed, by the end of the 19th 
century the supply of beans from 
the New World could not keep pace ~' 
with the demand. The introduction 
of cocoa to the Gold Coast only 
dates from 1880 but today the 








YOU'LL FIND a Dictaphone Time-Master in the most 
exalted places. 

At councils, meetings, committees, international conven- 
tions and at meetings of governing bodies, there’s often a | 
Time-Master at work; making a permanent record of every | | 


vital point and decision, clearly and accurately on small | 
plastic Memobelts. 


The perfect office dictating machine 


Time-Master was designed for you in your own office. 
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It is the perfect office dictating machine — small, simple | r territory is the largest producer of 
and highly dependable. Time-Master records on plastic | oe | in the world. 


Memobelts—each one taking 15 minutes of perfect, | 
crisp recording. Full and up-to-date information 
from our branches in the Gold [9yt 
Coast on market conditions and :- ge yy/A 
industrial trends in the colony is 
readily obtainable on request. 
Please write to our Intelligence 
Department at the address given 
below. 
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reproduction. 3. Uniform back-spacing, immediate place | 
finding. 4. Simple automatic operation. 5. Mailable, 
fileable, expendable Memobelts. 6. Nation-wide service 
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the advantage over the older fighter of providing oppor- 
tunities for further development. 

The Venom might be considered as a replacement for 
the Meteor as well as for the Vampire ; if it is, the ques- 
tion of capacity will arise. The de Havilland factories 
could handle orders larger than those that have already 
been and are likely to be placed with the company. In 
spite of this, the Ministry of Supply would probably make 
arrangements for the construction of a fair proportion of 
the aircraft by other manufacturers, if only to keep them 
employed. Alternatively, the Ministry may look to other 
firms for a direct replacement for the Meteor. Two 
possible choices are the Supermarine 535 of Vickers and 
the Hawker 1081 of the Hawker Siddeley Group, each 
with a Rolls-Royce engine. Both stem from a sequence 
of high-speed prototypes, so a proportion of their 
development work has been done. From a designer’s 
point of view, the Supermarine 535 is ready for pro- 
duction, but later developments in the Hawker factories 
may mean that the 1081 will become an interim design 
like its predecessor. 

Inevitably, there is a danger that constructionally 
sound aircraft ordered now will not have a performance 
that will meet Service requirements as the latter may be 
conceived when the aircraft come to be delivered in 
quantity. But there is always a distance between require- 
ments and design and between design and output ; and 
the question that the Services always have to answer is 
whether any alternative design is likely to be ready for 
production by the same date. Work has been going on, 
for example, on the “ flying wing ” or tailless aircraft, 
which in theory offers the greatest opportunities for 
speed. In practice the structures built have not success- 
fully withstood the enormous stresses of high-speed 
flight. A delta wing design, like the Avro 707 or the 
Boulton Paul BP 111, suggests a possible compromise 
between the tailless machine proper and the present 
tendency to superimpose swept-back wing and fin sur- 
faces on conventional outlines. Difficulties met in 
developing these prototypes beyond their early stages 
mean, however, that for some time their main interest 
will be as research projects. 

These structural problems are important and difficult. 
They will have to be solved before the full advantage 
can be extracted from the change from piston engines 
to gas turbines, a change that British engine manufac- 
turers made with an ease that set a new pace for technical 
progress in the industry. Rolls-Royce and de Havilland 
have the greatest experience, having had the wartime 
contracts for jet engines. Since de Havilland has built 
engines only for its own aircraft, the industry generally 
has been dependent on Rolls-Royce for its military 
engines, and it would be natural enough if this firm found 
it difficult to expand its output much further. The pro- 
portion of the new orders which involve aircraft with 
Rolls-Royce engines suggests that manufacture may be 
sub-contracted to other firms. The two other manufac- 
turers that have made the greatest advances in gas turbine 
developments, Armstrong Siddeley and the Bristol Aero- 

Company, are developing engines too powerful 
for the present generation of fighter aircraft. 
__ The line of development that designers are now follow- 
ing, and in which they have been encouraged by the 
National Gas Turbine Establishment of the Ministry of 
Supply, might create serious production problems. Of 
two possible designs of air compressor for gas turbines, 
the earlier engines had centrifugal compressors, consist- 
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ing of a single disc with vanes. The later and more 
powerful engines, such as the Rolls-Royce Avon in the 
Canberra and all the Armstrong Siddeley and Bristol 
Aeroplane Company designs, have axial compressors 
which can be made up of as many as fourteen stages, each 
with roughly 100 blades ; the only company not using 
the axial compressor at all is de Havilland. Like the 
turbine blades, these compressor blades have to be made 
to fine dimensions. Designers are attempting to evolve 
a machine that will stamp out compressor blades at high 
speed, but so far no quick and simple way has been found 
of producing them. Some people, therefore, are asking 
whether it might become impossible in war to 
produce the engines in large quantities, because of 
the physical difficulty of supplying the numbers 
of blades required for the axial compressors. The engi- 
neering refinements used by some designers to increase 
the output of power raise similar problems, since the 
engine becomes, in effect, hand-made and unsuitable 
for mass production. 

A new and unassessed feature in engine development 
is the rocket motor. The Fairey Aviation Company has 
devoted much work to this field, working closely with 
the Ministry of Supply in Britain and Australia. It has 
by now accumulated probably more experience than has 
any other manufacturer. The security screen makes it 
difficult to judge how near this work brings the firm to 
a rocket-driven aircraft, and the same can be said of 
similar development work going on in the Hawker 
Siddeley group. Some rocket developments are 
designed only to give supplementary power to a jet engine 
during combat. Others are for guided missiles, as distinct 
from rocket aircraft. 

Orders can be placed for new engines only when the 
aircraft which they are intended to fly are also ready 
for production. For some of the newest engines, this 
raises questions of policy on which clear decisions appear 
not to have been taken. Of the balance of the defence 
orders, none are for large aircraft. Among the firms 
who now specialise in such aircraft are Bristol, Handley 
Page, Vickers, A. V. Roe and Short Brothers and Har- 
land. Some of these firms have been working since 
the end of the war on development contracts for jet 
bombers, for which certain new engines are intended. 
They are also the most likely manufacturers of military 
transports. No official statement has been made about 
the future of bomber production, beyond the fact that 
some are being developed. But the industry suspects 
that it has been decided to leave the construction of all 
large military aircraft to the United States. Because the’ 
industry is undergoing a technical revolution, designers 
find this prospect disturbing, particularly as there is no 
evidence that the United States manufacturers themselves 
are finding the transition to gas turbines easy. If 
the firms developing bombers receive no production 
orders, they may face fairly heavy losses. The develop- 
ments contracts do not cover all costs, and firms cannot 
stay in business indefinitely on the strength of develop- 
ment work alone. They would also have to consider a 

change in their production policy, for the civil aircraft 
market alone could never keep them in business. One 
sign is the production of trainers by Handley Page and 
helicopters by Bristol. Reassurance on this point is 
needed: “large” aircraft may only mean, in this con- 
text, machines of the dimensions of the Brabazon or the 
ten-engined American B.36 bomber. 

The Ministry of Supply is now trying to find out 
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what proportion of current orders can be given to the 
many firms that have comparatively little production werk 
in hand. The Canberra bomber will be built by A. V. 
Roe, by Shorts and possibly by another sub-contractor, 
as well as by its designers, English Electric. Similar 
arrangements are also being made for Rolls-Royce 
engines. This was a common wartime practice ; but 
apart from some regular peacetime contracting work 
—for example by Folland Ajrcraft—it has been 
much less frequent since. Sub-contracting is not 
likely to be popular under present conditions, for 
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no firm will relish losing part of an order to , 
competitor while its own factory space is not fuyjj 
occupied. The arrangement by which Armstrong 
Whitworth developed the Gloster Aircraft Meteo; 
night fighter worked easily because both Armstrong 
Whitworth and Gloster are members of the Hawker 
Siddeley Group. The problem of excess Capacity 
moreover, promises to become more acute as firm, 
establish factories in the Commonwealth; but th: 
alternative—to license designs to foreign firms—would 
also mean less employment here. 


Tax Collectors’ Kaleidoscope 


it may be that the British people are the most heavily 
taxed in the world. They may console themselves 
that they are the most richly informed about what they 
pay. The report of the Inland Revenue Commissioners 
for the year ended March, 1949, recently published, is 
a mine of information only partially revealed by the 
trial borings of the National Income White Papers and 
the annual Economic Surveys into the Inland Revenue’s 


files. The facts and tables in the report throw much 


new light on problems to which the attention of Govern- 
ment statisticians is not customarily directed. They 
also paint a graphic picture of the social revolution of 
our time—a revolution which would not have succeeded 
without the ubiquitous and expert activities of the 
Inland Revenue. This broader picture and some of the 
specific problems can be sketched in outline by a light- 
ning analysis of the report and by brief extracts from its 
statistical riches. 

In 1948-1949 the Inland Revenue celebrated its cen- 
tenary year by collecting £2,055 million in taxes— 
about a fifth of the whole national income. It had begun 
more modestly with receipts of £30 million in 1848-49, 
£78 million in 1898-99 and even in 1938-39 no more 
than £521 million. Over the hundred years, the standard 
rate of income tax, the Inland Revenue’s main weapon, 
rose (if that is the word) from 7d. in the £ in 1848-49, to 
8d. in 1898-99 ; in 1938-39 it was 5s. 6d. and today it is 
9s. More striking than these comparisons of monetary 
symbols of differing significance is the potent political 
fact that only 3,800,000 people paid income tax in 
1938-39 ; by 1948-49 the number of income tax payers 

risen to 14.8 million and 6,000,000 more, with 
incomes above the exemption limit but below the allow- 
ances limit, were just beyond the reach of the income 
tax collector’s ; 

The redistribution of incomes between taxpayers in 
the last ten years is the key fact of the social revolution. 
The ordinary taxpayer, grumbling at his own burdens, 

when he is told that while 6,560 
people received more than £6,000 a year after tax in 
1938-39, only eighty-six were so fortunate in 1948-49 ; it 
would be interesting to know how far this reduction of 
large incomes to one for every eighty before the war has 
been accompanied by an increase in the proportion of 
remuneration received in the form of tax free allowances. 
But although some of those who earned or inherited large 
sums before 1939 may still be maintaining the substance 
of their fortunes, no ex-newspaper boys can nowadays 
work their way up to the millionaire class. Most of 
those—the bulk of them professional and business men 
—who received between {£2,000 and {£5,000 a year 
before tax earned more than half their incomes; but 
neatly 86 per cent of annual incomes between {12.000 


and {20,000 was from investments (though the propor- 
tion of unearned to earned income fell again at higher 
income levels). 

These are the rarefied heights of personal suffering 
On a lower plane, 19,200,000 of the 20,800,000 people 
assessed for tax in 1948-49 earned between {£150 and 
£1,000 a year and had in their spending and keeping 
about 87 per cent of net personal incomes after tax. 
These figures show that there were comparatively few 
families in Britain in 1948-49 who were living below 
what the dour statisticians of prewar years used to call 
“human needs standards.” Although more than a 
million individual workers still earned less than {150 a 
year, and although nearly 14 per cent of all the interest 
disbursed on Government securities went to people 
with incomes below the exemption limit, it is probable 
that most members in these low income groups were 
either juveniles or adults with other means of support. 
Apart from the 10,500,000 married women and 
11,500,000 children swept into the income tax statistics 
in 1948-49, about 3,500,000 adults seem to have been 

t on income tax payers other than their con- 
sorts. But the shoe of poverty must still have pinched 
tightly in more than a quarter of a million British homes. 
Of the 10,400,000 married couples who were assessed 
for income tax in 1948-49, some 2,800,000 earned less 
than £250 a year and 373,000 of these had three or more 
ye oro or other dependants to support. 

much for the y social rama that emerges 
Riss ay ray teas Sates ogee —aleciongy 
includes, for the first time, statistics of profits by trade 
in the three trading years immediately before 
war and in 1948-49. These tables supplement the 
of earnings in these industries already sketched 
National Income White Papers and by The 
Economist’s own assessments of trading profits ; much 
more information on the financial statistics of trade 
groups is apparently to be included in future issues of the 
report (when, of course, figures will be available for a 
run of postwar years). Perhaps the most interesting fact 
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they did before the war. Personal enterprise continued to 
flourish in a wide variety of callings from which one might 
have supposed that it had long since been banished— and 
this despite the present toll of death duties. 

_ On death duties, the report throws open a most 
aisonecings Gait tos suites OF songily 500,00 sie 
who died in 1938-39, about 18,000 estates with 2 
nia : : 

of these estates was rather over £22,000. In the yeat 
1948-49, the total of adult deaths seems to have been 
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about 50,000 greater, the number leaving more than 

sooo was about 12,000 greater and the average value 
of these estates was about £23,500. These figures suggest 
that in the immediate postwar years there has been a 
tendency for more of the comparatively rich to die com- 

atively richer. In view of the rise in capital values, 
this is not really surprising ; most of those who left over 
{50,000 in 1948-49 must have earned the greater part 
of their savings before 1939 or else had inherited large 
sums in past years. The figures do not refute the con- 
tention that few new fortunes of over £50,000 in net 
capital value are being built up now. 

The implications of high death duties for the future 
of the security markets deserve close scrutiny. The 
Inland Revenue report shows that nearly 70 per cent of 
the net capital value of small estates (those between 
{2,000 and £5,000) was held in houses, Government 
securities and cash—in that order ; this result accords 
very closely with the distribution of such assets in the 
same capital range in 1938-39. Both before and since 
the war there seems, in fact, to have been a remarkable 
tendency for those leaving more than {£2,000 at death 
to hold about 20 per cent of their savings in Govern- 
ment securities. The distribution of holdings of indus- 
trial stocks and shares between different income groups, 
however, is much more uneven. Both in 1938-39 and 
1948-49 only about 10 per cent of estates between {2,000 
and {£5,000 was held in industrial securities but in both 
years such securities figured much more prominently in 
the bigger estates; by coincidence, they represented 
493 per cent of the net capital value of estates over 
£50,000 in both years. In 1948-49 more than half of 
all industrial securities assessed for death duties was held 
in estates with a net capital value of £50,000 and more. 

Although no figures of the distribution of large 
fortunes according to the ages of their holders are avail- 
able, it must be presumed that the main body of privately- 
held industrial securities will run the gauntlet of assess- 
ment for death duties within the next twenty to thirty 
years. If the statistics for 1948-49 are representative 
—and, since they accord closely with the recorded prewar 
pattern, it is reasonable to suppose that they are—more 
than half of these industrial securities are likely to be in 
the hands of estates that will be liable to duty at a rate 
of over 25 per cent. The impetus that this is likely to 
give to sales of industrial securities on the market is 
obvious—and it is not very clear who will be there to 
take these securities up. The impetus towards sales of 
gilt-edged to meet death duties may be less marked. 
Private holdings of gilt-edged are spread more evenly 
across estates that attract a lower rate of duty ; in 1948-49 
only 29 per cent of all Government securities assessed 
for death duties were contained in estates of over 
£50,000 in net capital value. Moreover, the total value 
of Government securities assessed for death duties last 
year represented a much smaller proportion of total gilt- 
edged issues outstanding than did the equivalent propor- 
tion of industrial securities ; it is a fair guess that well 
over half of all gilt-edged holdings, against perhaps a 
quarter of industrial security holdings, is tucked away 
IN institutional portfolios that do not come within the 
compass of death duties. : 

_ The strain that the nt high level of death duties 
18 likely to put on the fee provision of risk capital for 
is but one example of the way that an economy 

on high taxation is beginning to burst out at its 
seams. It may be that another sign of wear can be found 
im the statistics of uncollected taxes outstanding. For 
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income tax collected under the PAYE scheme, of course, 
annual estimates of tax chargeable and tax collected tally 
almost exactly. At the time that the report was drawn 
up, however, there was about £370 million of tax under 
other schedules still outstanding. It was estimated that 
by the time appeals on assessments had been heard, only 
about {170 million of this £370 million would be 
collected. It is difficult to avoid the impression that 
assessments to income tax, and certainly assessments 
to death duties, depend more than they should on the 
skill—or luck—with which bargains are struck between 
taxpayers and inspectors. When direct taxation takes 
as much as 20 per cent of the national income, it cannot 
be at all times precisely fair in its incidence ; thanks to 
the low proportion of the British population that is self- 
employed and to the efficiency of the British tax- 
gathering machine, this defect is at least less prevalent 
in this country than elsewhere. But despite the efforts of 
Somerset House, and despite the fact that Inland 
Revenue services now cost more than {23,500,000 com- 
pared with less than {£10 million before the war, one 
menacing conclusion remains ; it is only in the physical, 
and not in the economic sense, that mounting tax collec- 
tion can be associated with genuinely increasing returns. 


INCOMES AND TAXATION 
Note :—The following tables are based on tables appearing in the 
Inland Revenue report. 
Tasie I—CLASSIFICATION OF NET PERSONAL INCOMES 
(After Payment of Income Tax and Surtax) 


No. of Incomes Average Tax Average Income 
i Paid T: 





























Range of Income in Each Range After Tax 
After Tax iain mas tenn teen ot i" - 

1938-39 | 1948-49 | 1938-39 | 1948-49 | 1938-39 | 1948-49 

£ £ £ 
135— 150* ......... 2,508,000 | 1,113,000 0-2 0-1 138 | 144 
Be I sick sceenen 4,630,000 | 8,500,000 0-9 5-0 } 188 261 
C—O. 2... 1, 9,152,000 13 | 21; 333; x0 
500—1,000 .......... 7,000 | 1,551,000 | $5 164 | 670 | 677 
1,000—2,000 ......... 142,200 | 349,000 | 324 | 633 1,38 | 1,378 
2,000—4,000-.........0. 54,640 79,650 | 1,072; 2,992; 2,731 | 2,618 
4,000—6,000 .......... 11,600 5,264 3,138 | 18,361 4,836 | 4,369 
GOS avicccdsves 6,560 8 | 13,399 138,953 9,482 | 7,558 

All Incomes assessed to | | | 

tax | 9,800,000 {20,750,000 31 | 51 272 | 325 


Ni edasatv tants es | 


~* For 1938-39, figures relate to the range £125—150. 


TABLE II 
CUMULATIVE DISTRIBUTION OF TOTAL TAXATION ON INCOME 


| Percentage of Total Incomes ; Percentage of Tota! Tax 








Before Tax Collected 
Range of Income 
Before Tax ey es -— a pean ERD 
| 1938-39 1948-49 | 1938-39 | 1948-49 
7 : 
Bar - TG. ccc aivees 11-52 1-78 0-2 ii 
Been Sn Lp cwtces 40-64 21-72 1-4 2-7 
ae. eee ee 61-89 61-73 7-9 17-1 
5 RE ih cons eee 74-04 78-31 20:8 35-9 
1,000— 2,000 ......... 82-36 88-00 35-3 55-1 
2,000— 5,000 ......... 90-37 $4-85 54-7 74-7 
5,000—10,000 ........ 94-51 $7-50 69-4 85-7 
10,000—20,000 ......... 97-07 $8-95 81-5 93-2 
COE SK cs bieaiupise~ 100-00 | 100-00 100-0 100-6 








Total Incomes assessed and 
Tax collected ({£ million) 





2,970 7,800 | 306-5 | 1,087-0 


‘ 
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TasBLE ]]]—Famity CrRCUMSTANCES AND INCOME GROUPS _ F 




































Nomber of Children { Al 
noomes 
0 1 2 3 4 & Over 
a A 
No. of Incomes (thousands) | 15,880 | 3,846 1,758 | 851 415 | 20,750 . 
iid lait een inceeitaahatiitbtias ee 1 pctinotmegpiapiaisiin Nsedasuicniy staneacaereinagtaaltielanatiete T leaiataaie 
Range in {s (Before Tax) | Percentages of Each Class in Each 
' ____Range of Incomes 
Ws. WON Seite iki ss 6 32-9 | 29-1 | 26-6 27-2 | 42-0 
Se Men os seca “7 53-0 52-8 | 54-6 | 53-7 44-8 
Te een ee -2 7:4 9-4 96 | 99 | 69 
SRM dikaires nvnninc'e 1] 37 | 341] 36 | 36) 26 
FG0D—-1,008 . 5.0 .c ees cee: “1 2:2 2:8 2:9 | 2-9 1-9 
DO ROOD So ids ces sevens “7 0-8 1-1 1-2 | 2-2 0-8 
tt BE sc an nbrcennhons “1 1-0 1-4 14..) 34 wo 
7 | — 
All PMOONB sa 'n's0 0 sncess -0 | 100-0 | 100-0 | 100-0 | 100-0 100-0 


~ 


| 
| 
| 
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Business Notes 


Inquest on Trade Restriction 


The meeting of contracting parties of the General 
Agreement on Tariffs and Trade at Torquay has been very 
considerably enlivened, if not dominated, by the discussion of 
discriminatory import restrictions, applied by a number of 
countries, including Britain, last year. These restrictions 
were put into effect immediately before the devaluations of 
September, 1949. Article 12 of GATT allows contracting 
parties to intensify restrictions on dollar imports in order to 
“ forestall the imminent threat of, or to stop, a serious decline 
in monetary reserves,” but it also calls upon all countries 
to relax these restrictions “as such conditions improve.” 
Under the rules of GATT the sterling area’s dollar import 
cuts last year were referred to the International Monetary 
Fund for consideration ; in all problems concerning monetary 
reserves, balances of payments and exchange arrangements 
the IMF is the authority whose findings in all matters 
of fact the contracting parties must accept. After some 
delay, the IMF has issued a report on the action of Great 
Britain, Australia, New Zealand, Ceylon, India, Pakistan and 
Southern Rhodesia (and also of Chile, which introduced dis- 
Criminatory import restrictions at much the same time.) 
This report is a secret document but it has been thought 
convenient and politic by certain delegates and representa- 
tives at Torquay to ventilate it publicly and authentic sum- 
maries of it have appeared. The report states that the 
measures of dollar economy adopted by Britain and the 
other countries named were justified at the time of their 
imposition but it adds that the present level of reserves and 
the current rate of gold and dollar earnings of Britain, 
Australia, New Zealand and Ceylon, make feasible a progres- 
sive relaxation of their restrictions. It admits that caution is 
needed in the degree of relaxation because any serious decline 
from Britain’s present level of reserves would be undesirable. 
The report goes on to excuse India, Pakistan, Southern 
Rhodesia and Chile from any obligation to relax their restric- 


tions, in view of the current level of their reserves and 
earnings. 


A great deal of unnecessary recrimination has been caused 
by the unauthorised publication of this report. Some of the 
criticisms of it seem to have been prompted much more by 
anger at the leakage than by considered judgment of its con- 
tents. The attitude of the British delegation at Torquay has 
been to condemn the IMF intervention out of hand and to 
stress three points in particular: that the report should not 
have concerned itself with the post-devaluation questions, 
since the IMF was only consulted about what had happened 
before devaluation ; that the facts about the adequacy of 
reserves produced by the IMF are gravely suspect since they 
make no allowance for Britain’s current liabilities; and 
thirdly, that the report should have limited itself to a ques- 
tion of facts and should not have ventured into opinions. 
It is something that an open clash on this issue at the meet- 


ing of the contracting parties has been avoided by remitting 
the question to a working party. 


The report raises a number of fundamental issues for the 
discussion of which the Torquay meeting does not offer the 
best forum. One of these is the differential treatment of 
members of the sterling area; some sterling countries are 
encouraged to relax their dollar import restrictions and 
others are told that they need not make such concessions. 
This is tantamount to a denial of the principle of pooled 
reserves on which the operation of the sterling area 
mechanism hinges. It is this aspect of the debate, lending 
itself as it does to being interpreted as an attempt to dis- 
member the sterling area machine, that has caused special 
offence and suspicion in British quarters. The problem is 
one that will require very careful handling. Members of 
the sterling area are autonomous sign_.ories of international 
agreements, including that of the International Monetary 


Fund and their relations to such institutions may have to be 
interpreted afresh. This, however, is an issue which far out. 
strips the scope of the Torquay negotiations. It should be 
debated on a larger stage in the months to come. 


* ® k 


The Chancellor’s Apologia 


The prospect that it will be so debated has not been 
advanced by the Chancellor of the Exchequer this week. 
His statement amounted to a virtual dismissal of the report as 
“ material which the Fund prepared for the use of its repre- 
sentative,’ who had been invited to take part in the dis- 
cussions but who, Mr Gaitskell implied, had no locus standi 
in the matter. The Chancellor added that these discussions 


do not require either any determination by the Fund or any 
conclusion by the contracting parties on the justification for 
the restrictions under review. Decision on such matters 
must be taken by governments in the light of their inter- 
national obligations. 


This statement does not stand up at all well to the dialectic 
of the General Agreement on Tariffs and Trade. Under 
Article 12 of the Agreement, Britain and seven other countries 
were invited last year to consult with the contracting parties 
about the recent changes in their import programmes. 
Under Article 15 of the Agreement, the contracting parties, 
when notified of the intensified restrictions on dollar imports 
by certain countries, including Britain, were bound to 
“ consult fully with the IMF ” about the matter. The Article 
goes on to declare that 


in such consultations the contracting parties shall accept all 
findings of statistical and other facts presented by the Fund 
relating to foreign exchange, monetary reserves and balances 
of payments and shall accept the determination of the Fund 
as to whether action by the contracting parties in exchange 


matters is in accordance with the Articles of Agreement of 
the IMF. 


The meaning of the general agreement is as clear as the 


contorted language of such documents can make it. The — 


Chancellor might be asked again to explain under what article 
of the agreement he justifies the suggestion implied in his 
statement, that the consultations with the contracting parties 
about the 1949 import restrictions are a matter that does not 
concern the International Monetary Fund. It is quite true, 
as the Chancellor pointed out, that the restrictions imposed 
in 1949 are now dead anyway ; the rise in prices alone has 
made it impossible for Empire countries to bind themselves 
to restrict their dollar imports to 75 per cent of their 1948 
value. But Britain’s signature of the general agreement 
would certainly seem to carry with it an obligation to do 
more than shrug off with doubtful legalistic arguments this 
comment by the IMF on a policy of which the spirit, on 
Mr Gaitskell’s own admission, still prevails. 


x * * 


Tariff Bargaining Goes Slow 


Very little progress has so far been made in the tariff 
negotiations which have been going on at Torquay since 
late September. A great deal of time has been spent i 
discussing the surprising number of “withdrawals” that 
the French delegation tabled at the beginning of the con- 
ference. These are withdrawals of earlier concessions made 
by France in the Geneva negotiations of 1947 and net’ 
liable to be reconsidered under Article 28 of the genera 
agreement. The French list has taken all other delegations 
by surprise and has emphasised once again both the high y 
protectionist character of the French administration and te 


striking contrast between French eloquence on the _— 
of European integration and trade liberalisation and the 
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deeds by which these causes are served. The French with- 
drawals have affected not merely the direct negotiations to 
which France is a party, but also negotiations between other 
countries where the French secondary interest is of some 
substance. The discussions between the United States and 
the Benelux countries, for example, have run up against the 
difficulty that several concessions that the countries in 
question are prepared to yield to the United States against 
adequate consideration cannot be made because the conces- 
sions would have to be extended to France, against which 
the Benelux countries now badly need bargaining counters. 
The French policy may be caused by the appearance of Ger- 
many at the negotiating table and to the desire to take up 
a strong bargaining position vis-a-vis that newcomer. 

The first appearance of Germany is probably the most 
important single event in the Torquay tariff negotiations. 
Most of the other countries represented at the talks have 
already exchanged considerable tariff concessions in previous 
negotiations, but the discussions with Germany offer a 
virgin field for mutual concessions. The new German tariff 
has agreeably surprised some of the delegations in Torquay. 
It seems to lie about half-way between the low Danish and 
Benelux tariffs and the medium-to-high British tariffs ; an 
exception is the comparatively high German duties on agri- 
cultural products, which have been criticised particularly by 
the Danes and the Dutch. The British duties that meet 
with most criticism are those on chemical and iron and steel 
products. It is, however, on preferences that the British 
team will really go to battle when the most important of the 
negotiations, those between the United States and the United 
Kingdom, begin. There is every sign that these preferences 
are to be defended with a vigour and emotional fervour 
which Empire Free Traders, at least, will applaud. 

It is, however, on intra-European tariff bargaining that the 
main limelight may be cast at Torquay. The United States 
may still prove to be the main giver, as indeed it should be, 
but the scope for further American concessions was con- 
siderably narrowed by the outcome of the Geneva and 
Annecy conferences. The importance of the negotiations in 
which European countries are concerned lies in their link 
with the OEE’s proposals for freer European trade. If the 
results of Torquay do not produce a reasonable harmony in 
European tariffs, the low tariff countries in Western Europe 
will not take the additional steps towards liberalisation of 
intra-European trade that are due for the end of this year. 
In view of the attitude so far taken by the French and Italian 
delegations at Torquay, it seems dangerous to assume that this 
harmony of European tariff rates will be achieved. 


* x x 


Departmental Brer Rabbit ? 


Some mystification has been caused in the City by 
the poor response to last week’s conversion offer to holders 
of 1949-51 War Bonds. Only £88 million of these bonds 
Were converted into the new 1966-68 Funding Loan although 
it was widely, and probably correctly, assumed that the 
authorities held nearly £150 million of the £209 million of 
the outstanding bonds. The conclusion seems inescapable 
that the authorities decided to leave at least part of their 
holdings unconverted. There is no reason to search for any 
deep intentions behind this decision. The authorities had 
to choose between converting the Bank of England’s holdings 
of what has in effect become a three-month bill into the new 
medium-dated stock, or leaving those holdings unchanged 
until February and then converting them into internal float- 
ing debt. Since official portfolios are already bulging with 
the new Funding Loan after the issue a fortnight ago, the 
second course may well have been the more logical. From 
the Government’s point of view there is all the difference 
between an obligation to pay cash to a private holder of 
unconverted War Bonds and an obligation to pay cash to the 
Bank of England ; the latter is obliged to pass the chips back 
in new short-term lending to the Government. 
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_ There is, therefore, no reason to suppose that the authori 
ties’ decision to leave their holding unconverted has, by 
itself, made the calling of 1951-53 War Bonds at their 
earliest date either more or less likely. It is, however, 
widely believed in the market that an early call of these 
bonds has long been part of the authorities’ strategic plan ; 
the earliest date for an intimation of any such intention 
would be December Ist next. In view of the present excess 
of the authorities’ cash needs over its cash receipts (largely 
reflecting the continuing need to find the sterling counterpart 
of the balance of payments surplus), it must surely be hoped 
that no steps will be taken that will necessitate large official 
Outlays at this time. Such outlays could only be financed 
by yet another expansion of Government borrowing on 
floating debt from the banks. This borrowing has already 
run up by nearly £400 million in the last six months—an 
increase, to say the least, that has been somewhat unpro- 
pitious. 


* x x 


Opposition to the Malayan Rubber Tax 


Rubber growers and traders alike have lost no time in 
protesting against the new Malayan export duty. The tax, 
which was discussed on page 768 in The Economist last 
week, is in the form of a sliding scale and increases by 
an additional 5 per cent for every 20 cent rise in the price 
of rubber. Opposition to the duty is based on two points, 
the size of the tax and the way it works. The need to curb 
inflation in Malaya is generally accepted, and since income 
tax is an uncertain method of absorbing excessive purchasing 
power, revenue has to be collected in the form of import and 
export duties. Rubber growers are naturally indignant that 
their product should be singled out to provide the Malayan 
Government with a large prospective budget surplus. But 
they object more violently to the fact that the new tax has 
been imposed in such a way as to prevent any public debate 
in the Malayan Legislative Council. 


The case against the scale of the tax, as distinct from its 
incidence, is less strong. If the average cost of producing 
rubber is taken at about 40-45 Malay cents (114d.-123d.) a 
lb., then the tax would never be so high as to prevent a 
reasonable return to the producer, if it were collected when 
sales were made. The complaint arises from the way the tax 
is calculated and from its delayed impact. It is fixed for each 
quarter and based on prices ruling three to six months 
earlier. Thus the tax in the second quarter of 1951 will be 
based on prices ruling in three months October to December, 
1950. As the memorandum issued this week by the joint 
committee of Rubber Growers’ and Rubber Traders’ Associ- 
ations has pointed out, it is quite possible that the export 
duty for next April, May and June will be 52 cents (143d.) 
a Ib., based on to-day’s price of 200 cents (56d.) a lb. But 
if the price of rubber in those months should fall to 100 cents 
(28d.) a lb., not only would the Malayan Government then 
receive a larger return than the growers would then be 
receiving, but also the growers’ net return would barely 
cover their costs of production. 


If a form of delayed taxation has to be used for technical 
reasons, then the rate of tax should not be so high. Otherwise 
hardship is almost certain to be inflicted on rubber growers, 
particularly on smallholders. The new tax would operate well 
enough if rubber prices were to remain fairly stable. But 
that is the one assumption that cannot be made about next 
year. The sharp expansion in American synthetic produc- 
tion and the probable slowing down in stockpile purchases 
both presage lower rubber prices in 1951. 


The new tax is also likely to have serious social effects. 
It will be more keenly felt by the smallholder than by the 
estates, for the estates can budget more easily from one 
period to another and can carry over reserves to cushion the 
delayed impact of the tax. It will encourage smuggling, for 
rubber smuggled out of Malaya and re-exported from Siam . 
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would evade the new export duty. Further, since the change 
in duty from one quarter to another could easily be large— 
because price fluctuations are large—there is likely to be a 
rush to export rubber when the tax is low and to delay 
shipment when the tax is high. These objections are far 
from trivial, and the Malayan Government might be well 
advised to think again on this matter. 


* * * 


Utility Patchwork 


Fresh life has been put into the utility schemes for cot- 
ton and rayon by the committees of inquiry appointed last 
May. It is true that the interim recommendations— 
announced by Mr Haroid Wilson on Tuesday—are little more 
than the minimum recognition of existing fact and that with- 
out this the utility schemes would have broken down. But 
a common recognition by the industry and the Board of 
Trade is no small achievement after the ill-feeling that Mr 


Wilson’s attacks on the cotton industry caused earlier this 
year. 


To cover increases in raw cotton prices up to the end of 
October the converters’ ceiling prices for utility cotton cloths 
are to be raised by 6 per cent (instead of the previously 
agreed 5 per cent.) above those in force in July. In future 
such adjustments of prices to costs are to be regularised by 
means of an automatic sliding-scale. Thus the Board of 
Trade has recognised that its past attempts to squeeze profit 
margins whenever costs rose were incompatible with a large 
utility programme. It is a recognition, in other words, 
that the Board’s policies themselves caused the reduction in 
utility output after devaluation for which Mr Wilson so 
roundly condemned the industry. Lancashire has gained its 
main point and can now make utility cloths without having 
to wonder how belated will be the Board of Trade’s next 
arbitrary decision on prices. 


The other immediate decision is to broaden the range of 
utility output. The proposed new specifications for cotton 
and filament rayon cloths have still to be discussed with the 
making-up trade. The general purpose is to allow more 
variety in cloth constructions and to bring more “ fashion ” 
fabrics, such as those for women’s dresses, within the utility 
range. So far as it goes this is the right policy. Beyond that, 
judgment must be reserved until the publication of details 
shows how far it does go. It is hard, however, to see that 
such broadening as seemed to be implied in Mr Wilson’s 
statement can bring within the utility range more than, say, 
a third of the existing non-utility production. That will far 
from solve the problems of manufacturers trying to match 
output for export and the home trade. The lesser amount 
of non-utility production will in future feel the discrimina- 
tion of a high rate of purchase tax still more sharply than 
before. The new arrangements will not serve for very long. 
The committees, under the chairmanship of Mr Hervey 
Rhodes, have done their first job well enough ; what remains 
is to decide whether the utility scheme in cotton and rayon 
can be given a satisfactory permanent form or whether it 
should be dropped altogether. 


* * t 


Sensitive Tin 


The tin market has proved particularly sensitive to 
rumours during the past fortnight and the London price has 
risen and fallen by more than £100 a day on more than one 
occasion. On November 7th a new peak of £1,2824 a ton 
was reached, and tin actually changed hands on that day at 
£1,300 a ton. By the end of last week, however, the price 
was £310 a ton lower, having fallen by £160 and £130 on 
successive days. Rumour then said that the United States 
would cease stockpiling at these high prices. But last 
Monday it rose by £130 a ton, only to fall steadily though 
modestly to £1,0225 a ton by Thursday. Backwardation on 
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three months’ delivery was £27 a ton a fortni 
one point it actually disappeared. During the 
however, it has tended to widen and on Thur 
£65 a ton. 


These sharp movements in tin prices show to what extent 
the market is at present influenced by speculative operations 
Undoubtedly some buying has taken place in the hope of : 
further rise, and the sharp falls towards the end of last week 
can only be explained by the sudden liquidation of specula- 
tive purchases. But the amount of metal that has actually 
changed hands is surprisingly small. World production of tia 
is still expanding and now promises to exceed the estimate of 
172,000 tons for the full year. Consumption has expanded 
but only slightly, and might total 145,000 tons this year. 


The surplus output has gone into stocks, chiefly into th: 
American stockpile. 


Current political developments certainly do not suggest 
that the United States can slacken its stockpiling demand for 
tin or for any other commodity. Its purchases will therefore 
continue to set the tempo of the market and the scope for 
speculative dealings will be increased. In these circum. 
stances sharp price swings must be expected, though a more 
stable price level would be better for the tin market. The 
only hope of this seems to lie in the institution of a co- 
ordinated plan of purchases for defence needs among the 
allied powers. At the moment America is acting single- 
handed and this week it has limited stocks of materials con- 
taining tin held by manufacturers to “ 60 days’ supply or 2 
practicable working inventory.” Even the tin conference in 
Geneva is proving a disappointment. The difference of views 
between Britain and the United States on the draft agree- 
ment to regulate the tin market is so great that the hope 
of a compromise is fading. 


ght ago and at 
Past eight days, 
Sday it was over 


* * * 


Rubber Market Movements 


Rubber has also been unsteady during the past ten days, 
but price movements have been much more restricted than 
for tin. A week ago rubber almost touched 6s. a lb., only to 
fall by sd. on the following day. This week the London 
price at first hovered around 5s. 6d. a lb., but by Thursday 
it had fallen to 5s. 24d. As in the case of tin, backwardat:on 
has tended to widen. There is perhaps more reason for 
rubber to be weak ; indeed, the market is still surprisingly 
strong in view of the rate at which the production of both 
natural and synthetic rubber is expanding. 


In the first nine months of this year, world production 
of natural rubber totalled 1,335,000 tons and consumption 
1,212,500 tons, which includes imports into Russia of 53,259 
tons. Commercial stocks increased during the period by 
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35,000 tons and most of this increase has taken ‘place in the 
third quarter of the year. These figures would suggest that 


up to September official stockpiling purchases were less 
than 100,000 tons. But the United States has curtailed Its 
civilian consumption of natural rubber to release supplics 
for the stockpile and this move has undoubtedly eased the 
pressure on the rubber market. Synthetic production for 
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the first three quarters of the year totalled 375,000 tons 
against a consumption of 407,500 tons while stocks have 
declined by 42,500 tons. The output figure does not yet 
reflect the re-opening of standby plants, and a sharp increase 
must be expected in the fourth quarter. 


Stockpile purchases will no doubt continue next year, but 
they will not be superimposed on an inflated American con- 
sumption for civilian purposes. If the American rubber 
industry does not voluntarily consume more synthetic rubber, 
when output has been expanded to over 900,000 tons a 
year, the United States Government will probably enforce 
a higher statutory minimum consumption. In any case world 
production of natural rubber is still expanding, and though 
Malayan output may not increase much next year, Indo- 
nesian production is rising quite rapidly and may even regain 
its prewar level. 


* * * 


£200 million Surplus ? 


Within twelve months Britain’s embarrassing trade deficit 
has been converted into an embarrassing surplus. The 
preliminary trade figures for October show new records for 
exports and the lowest import surplus for over four years ; 
they also suggest that the surplus of receipts over foreign 
payments is running at a much higher level than the £52 
million surplus recorded in the first half of the year. The 
President of the Board of Trade must have relished the dis- 
closure of such figures when he opened the new export 
showroom of the Jewellery and Silverware Industry last 
Wednesday, even though by doing so he had kept them 
from the rest of the world for a few days. 


_Exports in October are put at £202.2 million—the first 
time in history that they have exceeded £200 million. The 
total was £30 million higher than in September. But the 
export figure for that month was reduced by the delayed 
effects of the summer holidays, so that the real expansion in 
exports last month was perhaps not quite so impressive as the 
figures suggest. It is nevertheless a fine achievement. Exports 
to North America totalled £70.3 million, also a record. Ship- 
ments to both the United States and Canada increased 
sharply and continued their steady upward trend since the 
beginning of the year. 

Imports were provisionally valued at £223.0 million, some 
{11.4 million more than the combined value of export and 
re-exports. If the value of imports is adjusted to the same 
f.0.b. basis as exports and re-exports, October would appear 
to show a surplus on visible trade of £7 million compared 
with a surplus of £2 million for September and a deficit of 
£12 million in the third quarter. From these figures it is 
possible to make some tentative guesses at Britain’s overseas 
payments surplus. If the surplus on “ invisible” account in 
the first half of the year has been maintained (there are 
reasons for supposing that it has increased) the overall surplus 
for the third quarter would be about £70 million, and for 
October alone perhaps £35 million. The surplus for the first 
half of the year was £52 million. Thus up to October, 
the overall surplus has been of the order of £155 
million—an annual rate of £185 million—or, say, 
£200 million to allow for a possible increase in the 
invisible surplus. 


_ If September and October are taken together, the result 
is even more startling. The visible surplus for these two 
months was about £9 million and the invisible surplus 
(taking the same rate as the first half of the year) £53 million, 
making an overall surplus of say £60 million or an annual 
rate of £350 million which again would be raised towards 
£400 million by the possible increase in the surplus of 

invisibles.” Thus the overall surplus for this year may be 
of the order of £200 million, but the current rate of imports 
and exports might yield an annual surplus of £400 million 


$35 


if it were to be maintained. Such figures give some 


indication of the inflationary pressure generated by the 
export drive. 


* * * 


Hitch in Airworthiness Agreement 


A surprise move by the civil aviation authorities in 
Washington seems to have taken the meaning out of the 
recent Anglo-American agreement on airworthiness. The 
agreement said quite simply that the American civil aeronau- 
tics board would accept British airworthiness certificates as 
the equivalent of its own. This removed a technical barrier 
which could have been used to prevent the sale of British- 
built aircraft in the United States. Since the American in- 
dustry has not yet begun to develop gas turbine civil aircraft, 
the concession was as important to American aviation opera- 
tors as to the British aircraft industry. Unless they can buy 
medium- and long-range British aircraft—in the first instance 
the Vickers Viscount and the de Havilland Comet—American 
airlines face the prospect of using piston engined aircraft 
while their competitors operate faster, more comfortable and 
probably more economic gas turbines. 


Now the Washington authorities say that the agreement 
does not apply to gas turbine aircraft. This is at variance 
with the interpretation of the original agreement, for the only 
British-built piston engined aircraft which could have a 
market in America are small feeder-line machines such as the 
de Havilland Dove and the amphibious Short Sealand. It 
is true that the American authorities have reached no 
decisions about domestic airworthiness standards for gas 
turbine aircraft, but in international discussions they, like 
the rest of the world, have accepted without much question 
the proposals of the British authorities. Moreover, the 
Americans still stand by an agreement to recognise British 
certificates of airworthiness issued for gas turbine engines 
as distinct from aircraft fitted with those engines. 


This makes mockery of the excuse that gas turbine 
standards have not been decided and suggests that the 
American aircraft industry may hope to make up for lost 
ground by using British gas turbine engines in American 
airframes. But the Americans know that if they were to 
apply special airworthiness requirements to keep British 
aircraft out of the United States, the British could as easily 
use them to keep American aircraft out of Europe and the 
Commonwealth. The majority of countries now follow 
British rather than American airworthiness standards. This 
consideration undoubtedly influenced the American authori- 
ties’ attitude during the original negotiations. The reason 
why any reservation should suddenly be raised now is not 
clear to the British authorities, and they appear to be fairly 
confident that they can persuade the Americans to stand by 
the original interpretation. 


* * * 


Anglo-Argentine Negotiations 


Three senior members of the staff of the Argentine 
Central Bank are coming to London for financial discussions 
with the Bank of England. The immediate object of their 
journey, which is to press Argentina’s claim for a bigger 
sterling payment in respect of its old exchange guarantee, 
may not seem to bode well for Anglo-Argentine relations. 
When the terms of the financial agreement of June, 1949, 
were published, it will be remembered, the details of the 
exchange guarantee were for some reason kept secret. It 
is widely believed, however, that the guarantee applied to 
all sterling held in Argentina’s current account at the end 
of the first year of the agreement (that is on July 1, 1950) 
plus or minus Argentina’s net forward position at that time. 
Argentina’s sterling balance on July 1st is believed to have 
been rather under £15 million and its outstanding debt to 
Britain (including the overdue financial remittances) to have 
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been rather under £20 million. It is on this unpromising 
wicket that the Argentine delegation is coming here to bat 
for its “ rights.” 


It would be a pity if this sterile argument about the 
exchange guarantee (in which Argentina appears to be wholly 
in the wrong) and the more serious disagreement about meat 
prices (in which Britain is making little headway) were to 
continue to stand as barriers in the way of more normal 
trade between the two countries. If these two problems 
could be surmounted now the prospect of settling other 
outstanding differences, including those about financial remit- 
tances and the volume of “ inessential” Argentine imports 
from the sterling area, would be much brighter than in recent 
years. The technicians in the Argentine Government have 
always been willing to accord more liberal terms to foreiga 
investors and traders—especially now that their campaign 
for attracting foreign investment to Argentina is in full 
swing. Hitherto any moves in this direction have been 
thwarted by Argentina’s desperate foreign exchange short- 
age and by the President’s unwillingness to “truckle to 
foreign exploiters.” At the moment, however, thanks to the 
completion of the Export-Import Bank Loan, the improve- 
ment in Argentina’s terms of trade, and the evident first 
fruits of their retreat from the industrialisation programme, 
the technicians’ star is in the ascendant. It is even possible 
that the recent increase in Argentina’s customs duties might 
be a paradoxical preliminary to allowing more imports to 
come in. Sir John Balfour, the British Ambassador, now 
on his way back from leave, may find a more cheerful atmos- 
phere awaiting him in Buenos Aires. 


a * *® 


Higher Prices and Larger Sales 


The inevitable rise in wholesale prices is continuing. 
Signs are now appearing that the public is ready to antici- 
pate the prospective rise in retail prices and retail sales in 
September received an abnormal boost. The main impact of 
the larger retail demand has fallen on clothing, and on men’s 
wear in particular. The fear of a clothing shortage and the 
rise in prices of clothing fibres in September undoubtedly 
spurred the public to replenish and extend their wardrobes. 
Sales of other goods, particularly furniture and hardware, 
also increased during the month, but the rise was no more 
than normal. 


Total retail sales in September rose by 7 per cent in value, 
whereas clothing sales alone increased by 30 per cent. 
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Usually the winter rush for clothing does not begin until 
later in the year. This year it was not only earlier but also on 
a much larger scale. Sales of men’s and boys’ wear increased 
by 36 per cent on September, 1949, women’s and children’s 
wear by 29 per cent and footwear by 17 per cent. Stocks of 
apparel at the end of September were about the same as in 
the previous month. Preliminary reports for October, how- 


THE ECONOMIST, November 18, 195, 


ever, indicate that the rush to buy clothing has abated 
Furniture sales showed a rise of 19 per cent on the year and 
hardware of 9 per cent. All shops—departmental store; 
co-operative societies and independent traders—experienced 
this unusually large increase in apparel sales, but Only the 
large retailers showed any substantial rise in their turnoye; 
of other goods. 

The Board of Trade’s wholesale prices index records 
another jump of nearly 3 per cent in October. It now stands 
at 278.9 (1930 = 100) and is 9 per cent higher than in June 
and 20 per cent higher than immediately prior to devaluy. 
tion. Raw materials experienced the largest rise during the 
month ; they were 6} per cent dearer than in September. 
Only two commodities included in this category fell in price 
—Japanese raw silk and imported hides. Most clothing fibres 
rose sharply. American cotton was § per cent dearer, Egyptian 
cotton 30 per cent, rayon 12 per cent and wool only 2 per 
cent dearer; the main rise in wool prices had taken place 
in September. Non-ferrous metals, including aluminium, rose 
by 5 per cent and rubber by 11 per cent. 


* & x. 


Failure in Softwood 


The resumption of private imports of softwood from 
most European countries has taken much of the sting out 
of the report* of the Select Committee on Estimates dealing 
with the Timber Control. The committee started its investi- 
gations in April and concluded them in June ; its report was 
published this week. It made no direct recommendation 
that private trading in timber should be restored. But it 
emphasised that the present need was to obtain as much 
timber as possible from those countries where no currency 
difficulties existed without trying to pursue a bargaining 
strategy mainly directed at securing the lowest price. 

The timber trade maintained in its evidence to the com- 
mittee that the Timber Control’s preoccupation with 
attempting to secure low prices had led to late and unsatis- 
factory buying. They instanced the now familiar case of the 
negotiations with Swedish shippers this year. The com- 
mittee added that British imports of softwood in 1949 totalled 
only 1,200,685 standards compared with the estimates of the 
Keith Price Committee that on an extreme “ austerity’ 
standard Britain would need 1,516,000 standards in 1949 
and 1,539,000 standards in 1950. Yet imports this year are 
likely to be much lower than in 1949, although the Food 
and Agriculture Organisation has estimated that world sup- 
plies of softwood are larger than before the war. 


The trade’s second criticism of government timber buying 
was that too little attention had been paid to the size and 
specifications wanted by British consumers. The Timber 
Control might secure lower prices than other importing 
countries, but timber on arriving in this country had to be 
sawn and converted into the required sizes. The trade main- 
tained that these extra conversion costs offset any saving 
made on the purchase price. Now that a major part of the 
softwood trade has been returned to private importers, it is 
hoped that shipping to specification will be resumed. 


The committee also criticised the method of “ bulk lift- 
ing ”—the indiscriminate loading of timber ships with little 
regard to the suitability of the specifications for the district 
to which the ship was going or to the uniformity of the 
specifications in the cargo. The Timber Control used this 
method so as to ship the maximum quantity of timber 4s 
quickly and as cheaply as. possible. But the committce 
thought that it ultimately led to greater waste and expense. 
Indeed, it recommended that the system of bulk-lifting should 
be “ re-examined with a view to effecting a more rational an 
economical distribution of timber.” 


Among other recommendations the committee sug- 
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gested that the allocation system (which is to be continued 
under private importation) should be altered to conform more 
closely to the present pattern of consumption and that the 
validity of consumer licences should be increased from three 
to six months. The report is a fair judgment on the opera- 
tions of the Timber Control, and it goes far to justify com- 
plaints that have been made by the timber trade and timber 
users during the past three years. 


* * * 


ICI and Terylene 


Plant for the manufacture of the new synthetic fibre 
“terylene ” (polymeric ethylene terephthalate) is to be built 
by Imperial Chemical Industries at Wilton. This is the com- 
pany’s first independent venture into large-scale synthetic 
yarn production. Nylon yarn was developed as a joint project 
with Courtaulds ; it appears that this venture has provided 
sufficient experience to enable Imperial Chemical Industries 
io handle “ terylene ” as an independent project. The new 
plant should be finished in four or five years’ time, and will 
have an annual capacity of 11 million Ib of continuous 
filament and staple yarn. Its main raw materials, ethylene 
glycol and terephthalic acid, will be obtained from ethylene 
and para-xylene produced in the Wilton petroleum cracking 
plant. 


Too little is known about the yarn to define its applica- 
tions clearly at this stage. It has a rough resemblance to 
nylon ; as a clothing fibre it is said to have a warmer feel, and 
can be used alone or in a mixed cloth. As an industrial fibre 
it has the property of resistance to most acids (nylon resists 
most alkalis). Because of its chemical inertness, it has been 
difficult but not impossible to evolve dyeing techniques. 


The fibre was discovered in 1940 by the British Calico 
Printers’ Association, which had not the facilities to develop 
it. The Chemical Research Laboratory of the Department 
of Scientific and Industrial Research helped to carry the work 
a stage further, after which world rights outside the United 
States were given to ICI who brought “terylene” to its 
present stage and will make it on a royalty payment basis. 
American rights have been sold to du Pont who are develop- 
ing it as “ Fibre V.” 


The production process and the plant needed for it are 
simple compared with those for nylon, which suggests that 
“terylene” will be cheaper. The interest shown in it by 
du Pont, who are already producing the wool-like synthetic 
“ Orlon,” and by ICI, who possess but are not using British 
rights for “ Orlon,” suggests that “ terylene” is expected to 
compete with this fibre too. Its price, however, would have 
tc be appreciably lower than nylon in order to compete with 
rayon. ICI’s other synthetic fibre, “ Ardil,” is to be pro- 
duced on so much smaller a scale that it cannot affect these 
Plans. Production is due to start next year and will not 
exceed 100,000 Ib a year. 


* * * 


Re-opening the Tea Market 


Detailed plans for the resumption of tea auctions in 
London next April have still to be worked out. But the 
Ministry of Food has taken certain decisions which give an 
idea of how the market is likely to operate when it re-opens 
on April 2nd. A flat rate subsidy has been fixed at Is. a lb 
on all teas bought for consumption in Britain. The present 
controlled retail prices of tea (which average 3s. 4d. a Ib) are 
expected to be maintained for at least one year and, provided 
that these prices remain unchanged, the new rate of subsidy 
will be maintained for the same period. British buyers will 
also be given certain concessions to buy in the Colombo and 
Calcutta markets. 


A fixed subsidy will undoubtedly help the London market 
{0 operate more smoothly than would have been possible 
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under a fluctuating subsidy. The new rate will be 13d. a Ib 
more than the existing one (103d. a Ib) and this increase 
will allow for some rise in purchase prices. But Mincing 
Lane will have little chance of returning to its full prewar 
scale. The existence of controlled prices and a rigid 
rationing scheme means that in their domestic trade brokers 
will be operating as buying agents for the Ministry and will 
be working to fixed buying limits. Unless they are willing to 
incur a loss or unless they can offset a loss on one grade of tea 
by a profit on another, their maximum bids at the auctions 
must be prescribed by the controlled retail price and the 
shilling a pound subsidy. 

This method of buying ought to be more successful in 
getting reasonable supplies at world prices than the Ministry’s 
contract system. It is, indeed, possible that the pace of 
British buying might once more set the level of world prices. 
In the last two or three years, the small consuming countries 
have determined the temper of the Colombo and Ca'cutta 
markets, since the Ministry of Food made—or attempted to 
make—contracts direct with growers. But it would be wrong 
to imagine that full freedom has been restored to Mincing 
Lane or that private trading has been given a real chance to 
show its mettle. 


* * * 


Loch Sloy Quarrel 


The Loch Sloy hydro-electric station, which was 
opened last month by the Queen, was designed to meet peak 
demand for electric power in South-West Scotland. Last 
weekend, the power shortage was relieved by the diverting 
spectacle of a dispute between the North of Scotland Hydro- 
Electric Board and the British Electric Authority, the result 
of which was that the BEA suffered a power cut from Loch 
Sloy. Although the issue was confused by arguments about 
price it seems to have been mainly concerned with the efficient 
operation of the new power station for meeting peak demand. 
For some time the station has been supplying power to 
the BEA ; it is under contract to do so from the beginning 
of next year, but for the interim period, a temporary 
financial arrangement based upon kilowatts and _ units 
consumed, had been reached on what the board considered 
“generous terms.” The station’s water supplies are still 
limited, as its catchment area has not yet been fully extended, 
and in order to build up reserves against its regular supply 
commitment in January, it offered no more than 300,000 
kilowatt-hours a week from the two turbines, each with an 
output capacity of 30,000 kilowatts. 


On October 30th, one of Glasgow’s “ Black Mondays,” the 
region suffered considerable power cuts during peak hours. 
During these hours the BEA was taking electricity from Loch 
Sloy at the rate of only 12,500 kW, or one-fifth of the 
station’s capacity. The board then suggested that instead 
of thus stretching 300,000 kilowatt hours over five hours a 
day and five days a week, the BEA should take it at the 
rate of 30,000 kW for two hours a day on five days a week, 
or 60,000 kW for one hour a day if peak demand required 
and backed this suggestion by pointing out the economies 
that would result. When the BEA held to its original 
requirement, the board stopped supplies from Loch Sloy for 
a week. Last weekend, under protest and after the dispute 
had attracted publicity, the BEA agreed to take power at 
the rate the board suggested. This week, Loch Sloy supplied 
almost its full weekly commitment on Monday alone (nearly 
five hours at 60,000 kW), and probably averted power cuts 
in South-West Scotland. 


A supply of this size is very small compared with the 
gap of some 800 megawatts between maximum supply and 
peak winter demand. Loch Sloy’s supplies to South-West 
Scotland may at the BEA’s discretion be offset by diversions 
to England. But if three-quarters of a kilowatt is used by 
each consumer during peak hours, the hydro-electric 
station’s supplies from one or two turbo-alternators at full 
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capacity may save cutting off 40,000 or 80,000 domestic 
consumers. It is the BEA’s responsibility to distribute the 
ower it buys from the board ; but it seems to have pre- 
erred that Loch Sloy should run far below capacity 
throughout the week even though that meant the minimum 
of assistance at peak hours. 


* * * 


Sweden’s Sterling Balances 


A new monetary agreement between Sweden and the 
United Kingdom, signed in London at the end of last week, 
is chiefly significant and welcome for the abandonment by 
Sweden of the exchange guarantee on the sterling held in the 
Swedish No. 2 account. This account was established in 
December, 1949, and credited with the £27 million which 
Sweden had accumulated prior to the devaluation of sterling. 
The account was in no way blocked and the balance in it 
is being gradually reduced. Sweden’s readiness to relinquish 
the exchange guarantee on the balance in this account is a 
token of the restored confidence in sterling. It may prove 
an encouragement to other countries enjoying similar 
guarantees to do likewise. 


* x * 


United Steel Swansong 


The report of United Steel Companies for the year 
ended June 30, 1950, is presumably the last before 
nationalisation. Shareholders have to decide for themselves 
whether bitterness at this prospect will be tempered or 
inflamed by the group’s achievement last year of record steel 
output and profits. Trading profits have expanded from 
£3,712,752 to £5,107,852; after deducting {1,175,484 
(against £1,017,975) for depreciation and {2,678,000 (against 
£1,958,123) for taxation the parent company’s net profit is 
some £500,000 higher at £1.328,945. Production of steel 
ingots rose from 2,042,000 tons to 2,128,000 tons but pig iron 
and coke outputs were slightly lower than in the previous year 
—a fall attributed to “ the quality of raw materials available.” 


The group’s productive assets stand in the consolidated 
balance sheet at £23,293,000. To replace these assets, Sir 
Walter Benton Jones pointed out at this week’s meeting, 
would have cost £25 million even in 1913; today, he 
estimated, it would cost not less than £76 million. Assuming 
' that they have a useful life of 25 years, therefore, these pro- 
ductive units—however owned and operated—must provide 
£3 million every year to cover their own replacement. Since 
taxation reduces trading surpluses by half, this means that 
the group, under a nationalised corporation as much as under 
private enterprise, can afford to make profits no smaller than 
today’s if it is to continue efficient operation. 

In fact, replacement and extensions have cost United 
Steel nearly £22.5 million in the last decade, and more than 
£4,000,000 in the year under review ; this rate of spending 
is expected to continue for the next five years. Since the 
compensation was fixed on the basis of Stock Exchange 
prices two years ago, the group’s net worth has increased by 
£3,415,000, while current market prices have reflected divi- 
dends limited by the Steel Act. This method of valuation 
is grotesquely unfair as a basis of compensation for an 


industry which has been spending such vast sums on develop- 
ment as has iron and steel. 


Shorter Note 


Higher earnings of International Nickel in the third 
quarter of this year reflect the recent increase in the price 
of the metal. Net earnings expressed in US dollars were 
$13,534,752 or the equivalent, after deducting all charges, 
taxes and preferred dividends, of 90 cents per common stock 
unit. The equivalent figures in the same quarter of last year 
were $5,093,708 or 31 cents per share. 
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INSURANCE SURVEY 
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Tuis year’s survey of British insurance is in two parts. The four articles that follow discuss a number of topics 
of importance both to insurers and to the insuring public. In addition to this section, we have revived most of 
the special analyses of British insurance results that were a feature of pre-war surveys; these appear in 
this week’s issue of the Records and Statistics Supplement. It is regretted that the Survey appears so late ; 
for this, the recent stoppage in the London printing trade is largely to blame. 





Is Insurance 


T is a common fallacy, understandable perhaps but 

wrong nevertheless, to regard the payment of insur- 
ance premiums, other than life premiums, as an exac- 
tion. An intangible service such as insurance only proves 
its full worth when disaster occurs and claims are paid, 
and the hazards against which people commonly insure 
their homes and their property occur rarely enough to 
encourage the feeling in the minds of some insured that 
their premiums are unduly costly for the small return 
that they think they get. That this should be so may 
argue a defect in the insurance industry’s relations with 
its public. It may also be due in part to lack of factual 
information about the experience of British insurance 
companies in underwriting British risks. 


The business of the British companies and Lloyds 
underwriters is carried on all over the world and about 
70 per cent of the whole (excluding life assurance) is 
transacted outside the United Kingdom. The returns 
that they are required to make to the Board of Trade 
do not call for the separation of home and foreign busi- 
hess except in the life department. Such public sources 
of information as the annual directors’ reports and chair- 
men’s speeches give only a broad outline of the course 
of business in these general branches. 


One of the branches that most closely affects (and 
can most easily irritate) the public is motor car insur- 
ance. In 1938 the comprehensive insurance of the 
average family 12 h.p. (1,650 c.c.) car, garaged in the 
London postal area, cost about £15, assuming that its 
use was broadly restricted to domestic, pleasure and 
business purposes. The premium for a similar insurance 
of the same size of car today, allowing for its greatly 
increased value, would be about {19, an increase of 27 
per cent. The current premium rates have been in force 
since the restoration of the basic petrol ration in June, 
1948, when the rates previously charged were increased 

y 25 per cent, and a discount of 40 per cent was allowed 
{0 motorists eligible only for the basic petrol ration, and 
able, therefore, to obtain a half-duty excise licence. When 
petrol rationing was abolished last May, this discount 
was withdrawn from the earlier of the next renewal dates 
of the licence or policy. The private motorist who had 
been paying, say, a £15 premium before the war, and 
{£11 5s. whilst he held a half-duty licence, has thus been 
faced with a two-thirds increase in his premium to £19. 


Motor insurance in this country would seem to have 
been yielding a reasonable profit to the insurance com- 
Pames during the period when petrol was stringently 
rationed for private motoring. The mileage of many 


Too Costly ? 


cars was then restricted to a fraction of what was normal 
before the war ; traffic density, particularly in the large 
centres of population, was correspondingly reduced and 
with it the number of accidents. In 1949 the number of 


‘ people killed on the roads increased by 54 per cent, while 


the number seriously injured rose by no less than 31 per 
cent although petrol rationing was in force ; the number 
of accidents has inevitably increased with its abolition. 
There can be little doubt that the amount paid out in 
claims by motor insurers will be substantially greater in 
1950 than in any year since the war. Apart from the 
fact that the modern car is a good deal more expensive to 
repair because of its integral design, the cost of all repairs 
and of third-party claims reflects the decrease in the pur- 
chasing power of money since 1939. Claims costs are 
two to three times greater than in 1939, whilst premiums 
are up by only some 25 per cent. In all the circum- 
stances it seems unlikely that underwriting losses can 
be avoided notwithstanding the considerable increase in 
premium income resulting from the cancellation of the 
half-duty rebate. A further increase in premium rates 
for private cars is likely, though it will probably be 
delayed until it has become abundantly clear that it is 
justified. But the offices will be lucky if they gain any 
credit for such forbearance. 


The resistance of the average member of the public 
to paying higher insurance premiums is responsible for 
another difficulty for insurers. This is the persistence of 
under-insurance during periods of rising prices. Under- 
insurance is a particular problem in the fire department 
owing to the great increase in prices since 1939. Insur- 
ances are supposed to be for the full value of the property 
insured. Fire policies do not, however, as a general rule, 
contain an “ average clause ” ; that is to say, the insurer 
is unable to protect himself against under-insurance by 
calling upon the claimant to bear a rateable proportion of 
the loss, according to the extent of any under-insurance. 
It follows that fire claims are in present conditions 
generally paid in full out of premiums which, in the 
aggregate, are considerably lower than they would 
have been if the current value of the risks had been fully 
insured. Considerable efforts have been made by exhor- 
tation on renewal notices to persuade policyholders to 
increase the amount of their insurances in conformity 
with the lower value of money, but it is all too common 
to find that no change—or at best an inadequate increase 
—has been made since 1939 in the insurance of, say, a 
private house then worth and insured for {£1,000 which 
would now cost up to £3,000 to reinstate. This fact 











840 


was observed by excellent underwriting results in the 
fire department last year, but these were due much more 
to the exceptionally favourable claims experience in the 
United States of America and to satisfactory results in 
other parts of the world than to the results of home busi- 
ness. In fact, fire wastage in the United Kingdom was 
the highest ever recorded, the estimated cost being some 
£22,500,000. The paradox is that if the practice of 
under-insurance were to be eliminated, it would be pos- 
sible to reduce premium rates to the benefit of those 
who now insure their property for its full current value. 
The problem arises in its most acute form in the insurance 
of private houses and their contents ; merchandise and 


commercial and business premises are more usually fully 
covered. 


In marine insurance, premium costs are at present 
tending io fall. The combined marine surcharges which 
were applied during the war to all cargo insurances, were 
abolished last year and cargo insurance rates have since 
fallen quite substantially under the pressure of competi- 
tion. Indeed, there is considerable doubt as to whether 


they are now adequate. While the surcharge system was ~ 
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of real value in stabilising the marine insurance Market 
during the war and immediately after, its arbitrary inci- 
dence had the unfortunate effect of penalising the bes 
risks. The decision to remove it and to restore the 
traditional flexibility of the market was recognised as 3 
step in the right direction and has justified itself ip 
practice. Aviation insurance, with its periodical heavy 
claims arising from catastrophes, is running at a loss to 
the insurers and an increase in present rates is expected, 

A public increasingly conscious of the rising cost of 
living is not likely to welcome increases in the cost of 
the insurance services that it requires. Yet it can hardly 
expect to cover its risks on the basis of the historical 
costs of the property insured and to be recouped in the 
event of casualty on the basis of current replacement 
cost. Perhaps the offices could do more than they have 
done to make the facts of their experience in fire and 
accident business more easily understood by the man in 
the street; it is probable that his lack of sympathy is not 
perverse but arises rather from want of the right infor- 
mation presented to him in the right way. 


What a Life Premium Buys 


cae public demand for ordinary life assurance con- 
tinues to expand. Last year the net new sums 
assured exceeded the 1948 figure by 4 per cent and so 
set up a new high record. The contribution of ordinary 
life assurance to the nation’s savings is best measured by 
the annual increase in the funds. The President of the 
Faculty of Actuaries in his recent inaugural address 
showed that the combined ordinary and industrial life 
funds of British offices increased by £113.2 million in 
1947, by £123.0 million in 1948 and by £122.5 million 
last year. ; 


In recent years the public has shown an increasing 
preference for endowment assurances over whole life 
contracts and for non-profit policies over those which 
participate in profits. Table I shows that between 1937 
and 1948 aggregate sums assured by endowment 
assurances in force jumped from £1,220,800,000 to 
£1,940,100,000 or by 59 per cent; but whole-life 
assurances increased modestly from £603,200,000 to 
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£650,500,000, or by less than 8 per cent. The decline 
in the popularity of with-profits contracts is even more 
marked ; whole life assurances with-profits actually fell 
during this period by 7 per cent, but non-profit contracts 
of this class increased by 36 per cent. For endowment 
assurances, with-profit policies increased by 49 per cent, 
but non-participating endowment assurances increased 


by no less than 105 per cent, though the comparison in 
this case is with a much smaller total. Whether or 
not the recent public instinct in favour of non-profit 
policies is right must remain to be seen. Past expefi- 
ence of participating assurances shows that they have 
been the more profitable in the long run. But to many 
people the advantage of quite substantial additional life 
cover secured at the outset under the non-profit type of 
policy may more than outweigh the possibility that, in 
the long run, the return from such a policy will be less 
than could be secured by paying the same premium 
over a similar period on a participating contract. 


The sum assured which can be secured today by a 
25-year term non-profit endowment assurance varies for 
the offices included in Table II from £720 to £656 (some 
9 per cent less), while for a whole life policy the sums 
assured (apart from special terms offered by certain 
offices to total abstainers) range from {£1,435 to £1,247 
(13 per cent less). Since the security offered by any of 
the British insurance offices is not in question, it would 
seem logical to expect that offices quoting the lowest 
rates of premium for non-profit policies would 
secure the bulk of the new business. Many offices 
offering terms materially less: favourable than those of 
some of their competitors are, however, able to undet- 
write a satisfactory volume of non-participating business 
year after year. This may have some connection with 
the fact that the average proposer has no ready access {0 
the comparative figures of several offices or does not take 
the trouble to ask for them. 


In trying to assess the relative merits of with-profit 
contracts, the only firm basis of comparison is the actual 
amount paid, including bonuses under the similar 
policies terminating by death or maturity. On this basis 
a few offices included in the table (which covers most, 
but not all, of the British companies undertaking lite 
assurance) stand out from the others, and- the majority 
of these are mutual life offices. Of the six offices show: 
ing the best results for with-profit 25-year term endow- 
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ASSURANCE COMPANY 
LIMITED 


ALL CLASSES 
OF INSURANCE 
TRANSACTED 


Prospectuses may be obtained on application 

to the Head Office of the Company, 24, 

CORNHILL, LONDON E.C., or to any 
Branch Office throughout the country. 
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ALLIANCE 


ASSURANCE CO. LTD. 


Head Office: 
BARTHOLOMEW LANE, LONDON, E.C.2 


Established 1824 


INSURANCES OF ALL 
KINDS 


FIRE - MARINE - BURGLARY & THEFT 
Accidents of all kinds - - - - Motor Vehicles 
LIFE (with and without profits) - Estate Duty 
Policies - Family Protection - Children’s Deferred 
Assurances and Educational Endowments - 
Annuities 


The Company undertakes the duties of 
Executor and Trustee. 








Tn the early days, the Sun Fire Office used to provide 
each policy-holder with a special plaque or ‘ mark’ 
bearing the number of his policy. This was affixed to 
the insured premises and in the event of fire, the 
Company’s fire-fighters were authorised to extinguish 
the blaze only after the premises had been identified as 
being * Sun Insured.’ 


Eventually, this practice was discontinued as Public 
Fire Brigades developed, but for more than two 
centuries the ‘ Sun’ emblem has been recognised as the 
symbol! of Service and Security to be sought wherever 
insurance is arranged. 


Head Office: 63, Threadneedle Street, E.C.2 
Branches and Agencies throughout the World 





WVDED 













Insurance Service 


By placing all your insurances through one 
organisation you can save yourself much time, 
trouble and inconvenience. 

The Pearl Assurance Company’s Life, Fire 
and Accident Branches are at your service. 
Funds held for the protection of policyholders 
exceed one hundred and seventy million 


pounds. 


PEARL 


ASSURANCE COMPANY LIMITED 
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ment assurances maturing this year (which were, there- 
fore, effected in 1925) only one, the National Mutual 
Life was also amongst the six leading offices in a similar 
computation relating to 1925, giving the results of 
policies then maturing and issued at the beginning of 
the century. The amounts payable at maturity in 1950 
under with-profit endowment assurances vary between 
{994 and £827 (a spread of nearly 17 per cent), whilst 
the results of whole life policies effected in 1910 and 
becoming claims in 1950, show the even greater 
difference of 29 per cent between the range of £2,146 
and {1,521. 

Such results of the past are not necessarily a reliable 
guide to the future. The table also shows the partici- 
pating sum assured currently offered by each office 
together with the present rates of interim bonus (these 
latter differ in many instances from the rates declared 
at the last valuation, being frequently somewhat 
lower). Provided that the rates of interim bonuses 
shown are maintained throughout the duration of the 
contracts—which is, of course, a pure assumption—those 
offices which showed the best results in the past would 
once again be among the leaders, although there are 
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some, whose past records are not quite so good, who 
would take their place with them. The sums assured 
by new participating policies vary quite considerably 
from office to office and, as would be expected, broadly 
in inverse ratio to the rate of bonus. 


The table does not comprehend all offices nor does it 
cover all the differing classes of business they conduct. It 
does not show, that is, which life insurance office offers 
the “ best terms ” today. It does, however, demonstrate 
that substantial differences exist between mutual offices, 
proprietary companies and the ordinary branches of 
the industrial-cum-ordinary offices and also between 
individual offices within these groups. It is difficult for 
the average proposer to obtain disinterested advice on 
the relative attractiveness of the contracts offered by the 
various offices. It is asking much of the ordinary part- 
time agent, who usually represents at the most a handful 
of companies, to be of real help in this way. The better 
firms of insurance brokers alone offer reasonably dis- 
interested and knowledgeable service ; some of these 
handle a large and increasing volume of new life assur- 
ance business, and their services should be of real 
importance to the insurance industry and to the public. 





TABLE II—LIFE ASSURANCE COMPARISONS 
Basis: An Annual Premium of £25 Paid by a Life Aged 30 Next Birthday Assurable at Tabular Rates 


—— ee re 


Amounts PAyABLe 1n 1950 


Whole Life Assurance 











Endowment Assurance 








ne 


New Sums AssurED In 1950 (a) 











With Profits Effected in 1910 With Profits Effected in 1925 Without Profits With Profits 
Payable on Death in 1950 Payable on Maturity in 1950 
Company = 
Endow- Endow- 
S Whole ment Whole ment Present Rate 
ae Bonus Total A d Bonus Total Life Assurance Life | Assurance oO 
ion rr Assurance} (Term | Assurance} (Term | Interim Bonus (6) 
| 25 Years) | | 25 Years) 

6 a ee £ £ £ £ £ £ £ £ Per cent 
ABiance .. 00sec ccdsuciestsesevbesees 103 as 1,790 616 301 917 1,348 700 947 566 30/- compound 
Atlas... isccds ices sonagepasenecess 1,015 713 1,728 621 310 931 1,398 710 1,034 581 25/— compound 
Britannic ....5.cccvesebsdecsedosons 1,031 607 1,638 620 243 863 1,307* 683* 979* 581* 26/— simple 
Caledonian... .-..»0s segundo beonan 1026 632 1,658 642 260 902 1,345 699 979 571 24/— simple (2) 
Clerical, Medical & Gemeral ......... 1,029 749 1,778 594 287 881 1,277 674 1,027 564 30/- simple 
Commercial Union. .,.....sse02ce200 Available Not Available 1,324 705 970 581 30/- compound 
COONGraIUD . «0s sacs paenesbeneires 1055 | 654 | 41,710 635 242 877 Not Issued 1,007* 589° 24/- simple 
FE a Not issued 607 220 827 1,351 713 1,058 581 30/— simple 
Raultehle. ......4:«seentsalioeianson 8% 952 1,888 617 283 900 Not Issued 943 602 | 20/- simple (1) (2) 
Baty & Las. <casmeedisveresesin 123 787 1,810 622 284 906 1,290 i 690 1,065 596 3) 
Friends Provident « o0c00+asavyscens 1,042 645 1,687 620 241 861 1,299 686 1,012 584 25/- compound 
GOMTGD . .scancreneebheswesws caso 1,023 742 1,765 642 254 896 1,295 687 1,036 580 | 30/- simple 
Law Union & Rock .......ccccccces 1,034 715 1,749 625 259 884 1,333 708 1,033 592 | 28/- compound 
Logeh & Gomme oo iS veka a iecbine 985 1,000 1,985 Not Issued 1,299 686 883 533 | 38/- compound 
Liverpool & London & Globe ....... 1,003 7130 1,733 612 257 869 1,293 670 945 558 | 30/- simple 
London Assurance.......eeceesesees 1,020 764 1,784 629 269 898 1,312 692 977 571 20/- compound (2) 
AAM0G MD kant deg as cee ke de Not issued 648 = = aes a — = = ee 
Meine & Gages viscavcsscsideces 1,023 726 1,749 625 ¥ ‘ /- simple 
National Meteal. eheesiienecdeces ee 1,034 1,112 2,146 636 358 994 1,316* 676* 962 S81 | 32/6 compound (2) 
National Provident ..........sece00- 997 807 1,804 | 616 308 924 1,313 692 968 595 32/6 simple (2) 
North British & Mercantile ......... 1,003 638 1,641 616 258 &74 1,298 691 1,001 589 26/- compound 
POR So. ac ashac race cc aepcoees 1,020 626 1,646 627 306 933 1,398 712 975 555 32/— simple 
Merwichs Wiles is: isd avs ihoabaa "966 733 1,699 646 287 933 1325 709 960 590 25/~ simple (2) 
Ra oto igs 1,020 603 1,623 612 250 862 1,435* 719° 1,022* 582* | 26/- simple 
PRGA, .. . ccinds needss. cess aian an 1'022 692 1,714 622 — jas oe , ‘ oie oo = 6 a 
Provident Associati ‘see | 2,008 712 1,720 585 5 , /- simp 
Provident in - ne Janie 179 701 1,780 622 247 869 1,372* 696" 1,023* 586° | 25/- simple (2) 
PO. cus ceybaicess bane veees 1,010 679 1,689 626 261 887 1,361* 698* 1,017* 567* | 26/- simple 
MOONE oan cdast btbcciedniehcoscces 1.015 608 1,623 620 242 862 1,339* 698* 1,007* 575* | 26/- simple 
DOVE <.cnnnevanineanictalsscteees ok Gee 686 1.691 625 286 911 1,293 670 943 558 | 30/~ simple 
Royal Exchange ...........seeceeee 1,020 624 1,644 622 259 881 1,348 700 1,019 587 30/- simple 
Scottish Amicable .......ccccccccces 937 882 1,819 608 312 920 1,354 705 1,016 580 30/- compound 
Scottish Equitable. . F 1,000 738 1,738 625 308 933 1,363 705 964 571 30/- compound 
Seottiely Ellis essacksakvescsceuvesE AAGR 650 1,662 611 260 871 1,330 702 1,036 577 | 30/- simple 
Scottish Provident. .........scceeeee 1,181 485 1,666 601 242 843 1,316 71 1,215 576 bie 
Scottish Temperance (General)....... 1,031 163 1,794 628 241 869 1,376 698 984 585 | 25/- simple (2) 

‘ ; (Temperance)... | 1,145 847 1,992 649 249 898 1,456 718 1,095 599 | 25/- simple (2) 
Scottish Union’ & National.......... 990 §31 1,521 617 259 876 1,333 707 993 575 20/- simple 
Scottish Widows’.............0.000, 966 881 1,847 617 351 968 1,310 699 934 576 | 32/- compound 
SMEG SU ii dukaaersresesscen hs 1,022 883 1,905 615 353 968 1,395 714 1,027 580 33/— compound 
fee Lie 6555 dics awedas detects sonny 1/017 555 1,572 627 = = 1388 & “= hae eas 
Utd. Kingd 841 1,865 601 ’ ae 

ee aes” Sons 934 «| 11958 601 338 939 | 11345 688 954 567, | 35/- compound 
Wesleyan & General ... | 1040 605 1,645 648 253 901 1,247* 656° 1,027° 578 24/- simple 
VOUS... s dsvectstecesisestcses< fae gos | 1,822 624 318 942 | 1389 | 714 | 1,064 | 581 __| 30/-simple 


Notes :—(a) Pelicies currently being issued normally provide unrestricted cover, 





except that cover against war risk and aviation is commonly restricted for men below about 


age 30. ici * gi i wld death occur through war or aviation. The prospectuses of the respective offices should be consulted for details of 
the amtainiainene oe teee bh oes calculated with reference to the sum assured only : a compound bonus is calculated upon the sum assured and existing 
reversionary bonuses. Except where otherwise shown bonuses in the table are applicable to both whole life and endowment assurances. (1) Minimum rate. Bonuses are on @ 


sliding scale. 


(2) Rate applicable to endowment assurances ; a higher rate of bonus is paid on whole life assurances. (3) For the policies shown the present rate of interim 
bonus is 40/~ oer sent of the sum assured plus 18/- per cent of existing reversionary bonuses. 


(4) The present rate of interim bonus on endowment assurances is 30/— per cent 


compound. life assurance do not receive any bonus until the premiums accumulated at 4 per cent compound interest amount to the sum assured. For this reason the 
Prohts sum assured is considerably higher than that of other offices. 





ee yamine een te om 
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Uberrima Fides 


(By a Correspondent) 


HEN a man asks an insurance company to issue 

him a policy he must disclose the facts material 
to the risk ; and by the Marine Insurance Act every fact 
is material that would influence a prudent underwriter 
in deciding whether to accept or refuse, and in fixing 
his rate of premium. If the man fails in this duty of 
disclosure the policy that he gets is void and worthless. 
That principle of English law has in its time raised many 
prickly points and few of them are more troublesome 
than those which spring from a man’s past record and 
character. Must a proposer who has broken the law, 
or been in the hands of the police, or spent a period 
in one of HM prisons, confide these distressing facts 
to an underwriter when he asks for a policy ? Or can 
he tell himself that what is past is past ; what has been 
expiated is expiated ; what was done twenty years ago 
lies buried under two decades of respectability ? 


More than once in the last thirty years, underwriters 
defending an action have pleaded that past wrongdoing 
is material, and have tried to avoid a policy because 
some discreditable incident was not disclosed; but 
usually they have had little success and sometimes 
judges have criticised the defence rather sharply. When 
a motorist was shown to have broken the law by per- 
sistently driving without a licence, and underwriters’ 
counsel argued strongly that she ought to have dis- 
closed her wickedness, Mr Justice McCardie dismissed 
the argument almost with contempt. It is not necessary, 
he said, “ for a person to reveal to the insurance company 
every irregularity in his past life.” And indeed if the 
exposure of every blot on a long life’s copy-book were 
the pre-condition of insurance, what man among us 
would not run his own risk? In another case, two 
Frenchmen first insured a worthless film for an extrava- 
gant sum, then lost it and sued underwriters for a total 
loss. The underwriters found out that one of the men 
had previously been convicted of theft and pleaded that 
the conviction was a material fact which had not been 
disclosed. But the judge would have none of it. He said 

-(though this was not reported) that many a man had 
redeemed his criminal record by a subsequent career of 
honesty, and he would not agree that a sentence of 
imprisonment must be disclosed by a man who is doing 
legitimate business after his release. The point was not 
pressed by counsel ; his Lordship’s judgment made no 
reference to it ; and on that part of their defence under- 
writers lost by an innings and several hundred runs. 


* 


It is twenty years since that case was fought, and until 
July of this year there have been few if any reports of 
defences based on undisclosed convictions. But last 
July the defence was raised again. The action was 
brought by a diamond merchant for the loss of his stock 
by theft. He was a man of 40 who had been a criminal 
in his earlier life. He was convicted when he was 17 
years old. For the next seven years he was in and out 
of trouble and at the age of 24 he was found guilty for 
the last time—charged on this occasion with receiving 
a cushion cover. Then he pulled himself together and 


for sixteen years his record is clean. For nine of those 
sixteen years he has been a member of the London 
Diamond Bourse, where he is said to be respected by 
his associates. In 1948, without disclosing his past, he 
took out a jewellers’ block policy to protect his stock 
Shortly afterwards he was robbed of goods worth nearly 
£20,000 and underwriters in court did not challense 
the loss nor did they suggest fraud. But they did deny 
liability under the policy on the ground that a criminal 
record, even if it ended fourteen years ago, was a 
fact that would influence a prudent underwriter and 
should be disclosed. The plea was supported by the 
evidence of other underwriters, and the jury found 
against the plaintiff. So the ex-prisoner lost his case and 
a defence very like the one that Mr Justice Roche would 
not listen to in 1930 prevailed in 1950. 


Whether it is right that a man should be dogged 
through life by the crimes—or rather the convictions— 
of his youth is a social question that every man must 
decide for himself ; but if the expert witnesses and 
the jury in this case were correct, then, as the law stands, 
an extraordi situation results—that no one who has 
been gaoled for dishonesty can ever go into a business 
that calls (as most businesses do) for insurance against 
fire or theft. That is a disturbing thought. But, 
penology apart, the case raises the whole question of 
uberrima fides and the duty of disclosure. The doc- 
trine or the principle has been plugged so persistently 
that it has come to rank almost as high as the 
Ten Commandments or the law of gravity; but one 
must not forget that it originated, not with the 
Almighty, but with the late Lord Mansfield. And it is 
just as well to step back a pace or two to look at it 
afresh and realise what an extraordinary piece of law it 
is—how exacting, hoW petplexing, and how absolute. 


¥ 


To every insurance contract there are two parties and 
in every direct insurance one party is a professional and 
the other a layman. The professional spends his life 
underwriting and knows what things influence his judg- 
ment, for insurance is his subject. The layman has his 
own subject, but it is not insurance. He may know all 
about jewellery or the sugar market or the second 
Peloponnesian war, but what goes on in the mind of an 
underwriter is as much a blank to him as the sorting of 
diamonds or the chemistry of beet or the disaster at 
Syracuse would be to the accident manager of an insur- 
ance office. Nevertheless the duty is put on him of 
knowing everything that may sway the judgment of 
a professional underwriter and if he fails in that duty 
he can be told, after his goods are stolen, his factory 
burnt or his furniture in ashes, that the policy on which 
he has been relying is void. At times indeed the 
principle has been interpreted so sternly as to make 
insurance business practically impossible. It has, for 
example, been held in the Court of Appeal that brokers 
when they place a non-marine risk must disclose 10 


ev i the fact that other insurers have been 
ery insurer That judgment 


offered the risk and have refused it. 
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does not commend itself to modern opinion, and it is 
lucky that the insurance market never prays it in 
aid. If it were to invoke the judgment in litigation, 
the market would almost certainly find within a year or 
two that it had successfully cut its own throat. In 
another case a man of foreign birth, living in England 
under an adopted name, voided his policy because he 
had not told underwriters of his origin, and the judge 
was satisfied on underwriters’ evidence that the 
information would have affected their minds if it had 
been given them. So a layman was presumed to know, 
and penalised for not knowing, the inner subtleties of an 
underwriter’s business technique. 


But there is another line of approach to the question 
of what facts are material, a line which has been taken 
in the past but seems now to be closing up. Forty-two 
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years ago Lord Justice Moulton trying a case on @ !*f- 
policy decided that the important: point was whether 
“a reasonable man” would have recognised a given 
fact as material—a very different yardstick and a much 
more equitable one, because it gets away from the mind 
of an underwriter (which has always been a difficult 
thing to comprehend from the outside) and focuses on 
the mind of the ordinary man. Once the evidence of a 
reasonable layman is admitted to check and override the 
evidence of a professional, the responsibility of the 
assured can be kept within reasonable bounds, for the 
test is no longer “ would a prudent underwriter be influ- 
enced” but “ would an honest man of average good 
judgment expect an underwriter to be influenced.” At 
present, the permissible evidence comes from one side 
of the counter only ; the law would be much fairer if the 
evidence could come from both. 


Insurers as Investors 


HE present year has so far been much more favour- 

able for insurance offices’ investment operations 
than 1949. Last year, when the Actuaries’ Investment 
Index recorded falls of 11.8 per cent in 24 per cent 
Consols, 9.3 per cent in debentures, 19.1 per cent in 
preference shares and 13.9 per cent in ordinary stocks, 
the insurance companies could hardly have avoided con- 
siderable depreciation. This year they have fared better. 
In the nine months to September, 2} per cent Consols 
improved by 2.1 per cent, debentures by 1 per cent, 
preference shares by 4.1 per cent and ordinary shares 
by 8.0 per cent. Thus they have so far this year 
recorded some modest capital gains without having to 
give away much in terms of current yield. Moreover, 
they have recently participated with eagerness in the 
spate of new industrial issues of debentures and un- 
secured loans. Imperial Chemical Industries, Distillers, 
Unilever, Imperial Tobacco—the list is long, the figures 
Tun into the tens of millions, and for most of them insur- 
ance money has been abundantly provided. The 
Prudential is an enormous institution, but it certainly 
succeeded in conveying a striking impression of its great 
resources when it subscribed for £7,500,000 out of the 
£20 million of 4 per cent unsecured loan stock of I.C.I., 
and followed this up within a few days by taking 
£3,000,000 of the {6,000,000 unsecured loan stock 
placed by Distillers at 31% per cent. 


* 


Some of these debenture issues took the form of public 
offers and some, like the I.C.I. and Distillers issues, were 
private placings. There has been considerable controversy 
about the merits of private placings, but there is no doubt 
of their attractions to such institutions as the insur- 
ance offices. Their interest in marketability or in the 
legal hypothecation of assets as security is today less 
insistent than the need to avoid stamp duty, to obtain a 
Satisfactory yield, to avoid book depreciation and to 
obtain repayment after a fixed term. These conditions 

ve not been satisfied in their entirety in the last year 
or two, and it would be fair to conclude that 1949 was 
a year of particular difficulty for those who had respon- 


sibility for administering insurance investment portfolios. 
The Stock Exchange investments of the forty offices 
included in the table amounted at the end of last year 
to £1,926.1 million out of total assets of {2,546.1 
million. The gilt-edged investments of the insurance 
companies are widely spread from shorts to longs, so that 
the actual depreciation will have been much less than 
that of 24 per cent Consols, perhaps not more than one- 
half. On this assumption, and using the Actuaries’ Index 
as a measure for the other main classes of securities, the 
life offices and the life funds of the composite companies 
with an average distribution of assets probably suffered 
a depreciation of about 10 per cent of their Stock 
Exchange securities ; expressed as a proportion of all 
assets (including mortgages, loans, property and cash) the 
depreciation may have been of the order of 7 per cent. 
This depreciation is, of course, relative to market values 
at the end of 1948 and not to original cost. It has been 
met out of investment reserves, either hidden or pub- 





TABLE I—DISTRIBUTION OF INSURANCE ASSETS 
ToTAL CONSOLIDATED ASSETS OF 40 OFFICES 


Class of Assets 1947 











ee 
| 1948 | 1948 | 1949 | 1949 
| i . 
A 
| 
Per cent | £ mn. | ercent {fmn. | Per cent 
Mortgages, including policy loans . 229-2 9:7 | 250-8 9-8 
British Government and Govern- 
ment guaranteed securities... . 86-2 939-7 89-9 | 978-5 88-4 
British Municipal and County and 
Overseas Government and 
Municipal securities ......... 9-3 224-1 9-5 | 254-0 10-9 
Debenture stocks ......ssce00e 10-6 | 216-5 9-2 | 235-0 9-2 
Preference shares .....seseeeee 9-6 181-1 7:7 197- 7-7 
Ordinary shares. ......sseseees 10-7 | 233-4 9-9 261- 10-3 
Other investments ......++++0 2-2 | (42-4 | 1-8 | 35: 1-4 
PROBE 6 ca ccncctvewccegees §-8 S| 87 | 181-6 6-0 
Cash, agents’ balances, etc. ... 6-5 | } 6-6 182-6 7-2. 
Total Assets of 40 Offices ..... | 100-0 | 2,546-1 100-0 


(a) 38 offices. 

lished, and the majority of offices still showed book 
values below market values at the end of last year. 
Where this was not so, the depreciation was covered b 

free reserves. Moreover, there was an important off- 
setting factor for many offices. The non-life assets of 
the composite offices held in North America considerably 
exceed the corresponding liabilities ; thus these com- 
panies received a substantial windfall from devaluation 
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to put against the depreciation of their sterling invest- 
ments. Their dollar investments have not, as a general 
rule, been written up, and the consequent addition to 
hidden reserves in terms of sterling must be substantial. 


* 


In spite of the further increase in British Government 
guaranteed securities resulting from the nationalisation 
of the gas industry, which became effective in May, 
1949, a start has been made in reducing the swollen 
importance of gilt-edged in insurance portfolios. The 
percentage of total assets invested in British Government 





Taste Il — PercentaGe DistrisuTION oF Totat Assets oF 40 
OrFices Enp 1949 
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Mutual Life 
Offices 
Equitable.......... 13-5 | 20-8 | 3-7; 22-5 9-0 9-8 11-3, 7-8 1-6 
Friends’ Provident.. | 21-2 | 15-9} 6°5| 15-6 | 9-1! 13-2) ... | 6-1 | 12-4 
London Life ....... | 15-8, 43-7 6-2, 7:2) 68, 90, 4. 9-5, 1-8 
Marine & General... | 9-0 27-9! 3-8 / 12-7) 23-5/ 12-6 ... | 64> 41 
National Mutual.... | 13-8 30-0) 0-8; 11-5 14-9| 14-3)... | 10-4) 43 
National Provident . | 10-9 24-7 4-3 10-6 11-1 22-2 0-1: 110 5-1 
Norwich Union ..... 45°9 16-1) 6-9, 3-7, 1:2; 1-5) 81, 13:7) 2-9 
Provident Mutual... | 4-7 38-6) 42!) 8-7 16-9 19-8) ... 2-6) 4:5 
Scottish Amicable .. 16-2 40-4; 2-2) 11-2 9-5 | 15-5 od 18, 32 
Scottish Equitable.. 23-3 | 28-7) 2°0,13-5 85 20-4 ... | 0-9 2-7 
Scottish Provident. . 4-7 41-5! 5°5, 10-2) 12-5; 17-6, O-1{ 5-5); 2-4 
Scottish Temperance | 8-3 30-2) 2°9 > 9-7 17°5' 15-3) 3:3) 88) 4-0 
Scottish Widows’... | 9°0 | 29-2| 2-0 12-4 18-4} 22-8) ... | 2-2) 40 
Standard .......... 4-6 30-7, 11-9 18-4 11-2 16-3) 4:9) 0-6 1-4 
UK Provident...... 12-6 | 14-9! 10-3 3-1) 3-5) 24-5 .0-4 | 28-1 2-6 
Average ......... 17-1 27-3) 6-2) 11-2) 9-6! 14-4 2-8 7-8) 3-6 
Proprietary Lite 
Offices | 
Clerical, Medical & | ‘ 

General ..... 25 } 19-0; 11-9} 2-3| 7-0) 6-4) 15-6 | 23-6) 9-9) 4-3 
Equity & Law...... 14-0 15-8) 2-4, 11-7 14-1 22-8 11-4) 5-4, 2-4 
Scottish Life ....... | 56 29-6) 1-1) 15-3 | 28-0 16-5 : 0-9} 3-0 
Dee Se sais enue 17-1 | 47-5 | 4-3 23-8) 2-3. 1-8 . | 10} 2-2 

Average ........- 15-7 33-1 3:3.17°6 7:9 10-1, 63. 3:4, 2 

| 

Inéustriai-cum- j 

Ordinary Offices | 
Britannic.........+ (16-4 52-8 5-9, 1-8) 38) 13-9) OL, 1:9 3-4 
Co-operative ....... 19-6 | 56-7 3-9 3-9) 41) 49) 3-1) 1°55) 2-3 
Dette! déhuse-~: 2-5| 50-6, 85 11-4) 83 13-8) 0-4, 2-0, 2°5 
Prudential......... 4-3'49-8) 5:7 93 17-9 10-3! 0-3) 7:9) 4:5 
Relegr.. .5i5. d65-2 13-3 | 54-1 3-7) 7-1) 12-8) 4-3)... 1-4 3:3 
Wesleyan & General. 22-6 49-5 5-1 45 116... 40 2-7 

Average ........- 7-6 51-2) 58 8-4) 8-0) 9-7!) O5 | 5-1) 3: 

Composite Offices | ' 

BNE ocieson sae 11-7 38-5 | 5-8 14:9. 7:0, 5:9) 1. | 2-8) 13-4 
BUR. 5 cakncachee 11-9 25-8, 16-2 8-8, 4:3 8-5 0-4) 17-4) 16-7 
Caledonian......... 50 %4'146 53 46 10-7) ... | 45) 18-9 
Commercial Union. . 5-7 | 26-8 | 21-2; 8-2; 8-1; 94) ... 4-3 | 16-3 
Eagle Star......... 4-9 2-8 60 5-8 11-8 2-4) 0-4 6-8 Ill 
Pm 11-6 19-4) 9-2 9-4) 95 13-1 oan 6-5 21-3 
Law Union & Rock. 19-1 39-4,510-5 55. 7-9) 5-5| .. | 42) 7-9 
Legal & General.... 10-1 35-3 81> 6:0 6-3) 5:3) 0-3/| 20-9. 17-7 
Liverpool & London } } 

& Globe ......... 2-7 22-8 37-5 6-6! 5-9 91) O-7) 2-0) 12-7 
London Assurance.. 10-9 22-3 11-8 10-6) 8-0 10-9; 2-7) 5-2) 17-6 
N. Brit. & Mercantile 7-1 38-0 23-8 5-7) 4-0, 5-9/ 2-0) 1-3! 12-2 
Phoenix ........... 7-4 25-8 | 21-8 93) 5:3, 6:9, 0-2) 4-0! 19-3 
TE RSE ES RE 4-5 31-2 31-4 62 47, 7-8] 1-4) 1-9) 10-9 
Royal Exchange | 5°5 | 27-6 | 13-2) 15-6) 7-7) 6:3) 0-8) 4-6 | 18-7 
Yorkshire.......... } 17-6 | 21-1) 14-7. 3-4 42) 7-2) 5-4) 8-8} 17-6 
AVEEEGD . oc céncdece | 7-9) 29-8'17-9 8 6-5 88)| 0-9) 6-4) 13-8 
Average of 40 Offices 9-8 | 38-4 |} 10-0 9-2 | 77) 10-3} 1-4) 6-0 | 1-2 


j 





and Government guaranteed securities fell from 39.9 
per cent of total assets at the end of 1948 to 38.4 per 
cent last year, although such holdings increased abso- 
lutely from £939.7 million to £978.5 million. Holdings 
of overseas government and municipal securities ex- 
panded from 9.5 per cent to 10.0 per cent of the total, 
whilst ordinary shares were up from 9.9 per cent to 
10.3 per cent. It can be deduced from certain of the life 
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office chairmen’s speeches that some part of the increase 
in ordinary shareholdings was due to investments ig 
United States common stocks. The increase in cash and 
debentures was largely due to writing up overseas curren: 
assets following devaluation. 


Any study of Table I must bear in mind that insurance 
companies (with one exception) do not enter their Stock 
Exchange securities in the balance sheet at current marke: 
prices. Last year brought a material rise in the rate of 
interest, the gross yield on 24 per cent Consols on Decem. 
ber 31, 1949, being 8s. 5d. per cent greater than at the 
end of 1948. An appreciable rise in the rate of interes: 
has only a small effect on the average yield on insurance 
funds in a given year as its benefits apply only to the 
increment in the funds. Some rise in the average 
interest return might have been expected last year, but 
in the event there was a small fall of 5d. per cent. This 
fall occurred mainly because some offices brought pro- 
portionately larger income tax charges into account last 
year ; these charges caused corresponding falls in net 





TasBLe III—Net Rates or INTEREST PER CENT 
Lire AND ANNUITY FuNDs oF 40 OFFICES 





















Company | 1947 1948 1949 
| | 
ee 2 edé cae | £24 
Reltae o.oo oso ac nce chee actions 312 8 | 314 2 313 
Friends’ Provident .........++++++++2+ $12 10 | 41310 | 499 
eee TER, . ceacussoudsvcondheusees | 46 351 
Marine & General................005. 31446 | 318 6 {| 316 3 
a a el chee wie as de : - 3 | = ; ; . ; 
‘ational Provident.................45 9 9 
i ae 31410 | 3 14 10 316 9 
Provident Mutual ..................:. 39 2 36l11 :; 3 DOL 
Scottish Amicable..............+++00+ 314 6 316 4 315 0 
Scottish Equitable ..............-+46. 313 2 312 1 , 31110 
SOS PUPTOM, oc sins sk ge >ccneson 387 |,;,38 8 | 3 8 8 
ee sit | 33 | 3158 
0 > WG. ocecbs oegene ceemnees ' 
ME ker cc in lags ' 316 1 | 318 2 317 5 
United Kingdom Provident ........... ; $144 4 | 317 3 319 8 
RU ics 6 c6 ids o dae 0 Hh e6aT OSHS | 314 0 3 14 10 34 
Clerical, Medical & General ........... | ; . : | : e a ; in : 
Bate Ge BOG... ovnbcisiccshaésccess 0 
ae ee ; 31230 , 32 31 4 
GA EIIDN s don sicddebuss éo0badbs oc 500s ' o-o:64; Fb 4-9 338 
Meelis. Beeb sete 399 / sno 310 5 
Industrial-cum-Ordinary Offices _ 
DNRUEAL 60k bs icdcewetceesd yo 3°54 5 <} 3 410 B29 
ND <6 oa nabuss< 5h <0 ous keane 3511 3 511 349 
ee ee re rey eee 310 6 310 3 310 1 
cian 5G eh wuiig ho in a Ree 310 6 39 4 310 3 
ENS. sop ckbnked la ics «dba seienioe sll 0 | 3 8 2 361 
Wesleyan & General .............0005 339 | 310 2 3 3 i 
ON me coe he 2 3 6 me 
Ottices | 
PN Ub cn cchaeteent denkdvhosees |; 217 0 217 2 218 2 
MAE bot sick val nies catia. seach | 391 393 359 
EE Re a Pic ie [| 3248 331 3 210 
Commercial ee ee ee a ee eee 347 ras : a ; 
Mieatinn 020 SCSI: «1500 | $i | 3105 | 34 
Law Union & Rock............-.....| 39 8 3 8 8 3753 
Legal & General ................s0000 3 910 3 9 8 310 ; 
Liverpool & London & Globe cman 339 | a 2d -33 
OM TMS cc cccc cs eeseccccoee 
North British & Mercantile ........... , 22 2 4 $ : e : 
ics erecli-orl\ dinesecaierd 340 ssa] 344 
yal Exchange ..................005 319 
apse  ieninkededl de aiiais | 313 3 311 9 312 4 
Average........... iesoeabdbaenscde | 3 510 3523 | 354i 
Average of 40 Offices .............. 3 910 | 395 


(a) Excluding industrial life funds, 


a 


yields and had a considerable effect on the average net 
yield, which is not weighted. There was also, no doubt, 
a general shortening during the year of the average 
maturity date of gilt-edged securities and towards 1% 
end some offices were preferring to hold cash as a pr 
caution against depreciation, even though this entailed 4 
temporary loss of current income. 
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‘IT IS FOR US, 
THE LIVING, RATHER. .” 


Many who accept a measure of 
dependence on their fellows in 
their lifetime will not contem- 
plate it in death. In the past, this 
attitude found expression in the 
oldburial societies and in thestill 
earlier provision of the guilds. In 
the last century the need of the 


new industrial classes for provi- | 


sion against burial expenses 
gave rise to industrial assurance. 
Small weekly payments were 
made to avoid the indignity of 
a parish burial. 

Although the system was thus 
confined to the contingency of 
dying, the service which is still 
described by the name of Indus- 
trial Assurance has been de- 
veloped to meet far wider social 
needs and goes far beyond the 
industrial classes. Moreover, 
today it is more concerned with 
providing benefits for the living. 

Under modern endowment 


schemes, a man may hope to 
reap the fruits of his saving 
secure in the knowledge that 
these benefits, as far as his de- 
pendants are concerned, do not 
depend on his survival. Fromthe 
moment the first premium pay- 
ment is made, his life is insured. 
By means of endowment poli- 
cies, the service of industrial life 
assurance is being increasingly 
used to the benefit of the policy- 
holder during his lifetime and 
most of the new policies issued 
by the Industrial Life Offices are 
now of this type. 

Thus, an honoured phrase 
used inanother context by Abra- 
ham Lincoln also describes the 
development by free enterprise 
of this great service. Although 
founded on the need for burial 
assurance, we may truly say of 
that service today ‘It is for us, 
the living...’ 


Issued by the Industrial Life Offices on 








Very attractive terms for 


EXECUTIVE 
PENSION SCHEMES 


A spectal method of providing adequate 
rettrement benefits for Executive Directors 
and Key Personnel. 


EXAMPLE : 
Age 45 next birthday. 


Premium of £500* p.a. secures a 
pension at age 65 of {£973 p.a. 
Alternatively a tax free cash pay- 
ment of {2,688 plus a pension of 
£730 p.a. 


rw 


The pension is payable monthly in 
advance for life. If death occurs 
within 5 years, payments are 
guaranteed for the remainder of 
that period. 


On death before 65 the sum assured 
iS payable of £10,755. 


*Usually borne by employer and 
allowed as a trading expense for tax 
Purposes, 


Sey Ere 


- 





Chief Offices: 


St. Helen’s Square, York. 66/67, Cornhill, LONDON, E.C.3. 
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(Incorporated by Act of Parliament) 

The Oldest Seollish Sasutance Offhce 
Places a World-Wide 

Insurance Organisation 
AT YOUR SERVICE 


EQUIPPED TO UNDERTAKE ALL 
KINDS OF INSURANCE BUSINESS 


General Manager: WILLIAM GRAHAM ROBERTSON 
Head Office; P 


]3- ST. ANDREW SQUARE - EDINBURGH 


AND OFFICES AND AGENCIES THROUGHOUT THE WORLD 






















‘I’ve made 


a wise move’ 


‘I want my dependants to 
have lasting security, so I’ve appointed the 
‘General’ in my will, to act as my trustees. 
Why? Mainly because they have all the 
necessary qualifications and ability to look 
after my estate. Their service is continuous— 
over many generations if necessary — and 
my dependants will benefit from the 
*General’s’ wide experience of investment 
and financial administration.’ 

Vi? 


Peace of mind costs very little 
The cest of expert trusteeship through the _ difference to the well-being of your depend- 
‘General ’ Executor and Trustee Department _— ants. Find out more about this way te ensure 
is small, The benefits may make all the | permanent, reliable administration, 


jevanseccot | Coneral 


Please send me 


Executor and Trusteeship Services. — LIFE 7 
L Be 
| ASSURANCE CORPORATION et 
NAME Trustee oes 
1 Buildings, 
ADDBESS | pidge, London, W.C.2 
Ee menteR Bees eteresttst sets et 


FAMOUS FOR ALL 





peesgerinpsicene resi am ns = 











THE 


PROVIDENT 


ASSOCIATION OF LONDON LTD. 


PROVIDENT HOUSE 
246 BISHOPSGATE. 
LONDON, E.C.2 


PENSIONS ... 


THE 
SCOTTISH AMICABLE 
LIFE ASSURANCE SOCIETY 


offers special facilities for 


pension arrangements for 
STAFFS, however large 


or small 

GUARANTEED ANNUITIES 
LIFE ASSURANCE 
HOUSE PURCHASE 


FULL-TIME DIRECTORS AND 
EXECUTIVES 


PROFESSIONAL MEN 
Exceptionally attractive terms 35, ST. VINCENT PLACE 17, TOKENHOUSE YARD 
GLASGOW, C.1 LONDON, E.C.2 


and branches throughout the United Kingdom 


Quotations on application 


















SECURITY for your family and yourself 
PROTECTION for dependants if you die 
INDEPENDENCE when you retire 


All these—and more—can be made certain 
by taking appropriate life assurance with 


IN 1841 


the “W. & G.” was formed. Its beginning 
was lowly in one small office. 


TODAY 


it is represented throughout the country. 
It isa Mutual Society, built up steadily through- 
out the years from within its own resources. 


THE Although over a hundred years old the 
“'W. & G.” is young in endeavour and is a 
ScortisH keen live institution. The “W. & G.” is 
proud of its service to the public for over a 
PRovipENT century. In the times ahead as in the past it 
will serve its policyholders faithfully and 

INsTITUTION oficcatly. 


HEAD OFFICE: 6 St. Andrew Square, Edinturgh 2 


Branches throughout the British Isles 


All classes of Insurance Business transacted 


WESLEYAN & GENERAL 
ASSURANCE SOCIETY 


Chief Offices: BIRMINGHAM 


FUNDS EXCEED £28,000,000 








Our representatives are trained and ready to 
give skilled advice—without any obligation on 
your part 


THE ECONOMIST, November 18, 1959 








CO! 





a 
\ 
] 
( 











‘THE ECONOMIST, November 18, 198¢ 


COMPANY MEETINGS 
eT, 


THE UNITED STEEL COMPANIES, 
LIMITED 


PRODUCTION STILL HIGHER 
THE TRAGEDY OF NATIONALISATION 
SIR WALTER BENTON JONES’S SPEECH 


The annual general meeting of the United 
Steel Companies, Limited, was held on 
November 15th at Caxton Hall, Westminster, 
$.W., Sir Walter Benton Jones, Bt., the 
chairman, presiding. 

The chairman said: Gentlemen,—This 
meeting may be the last annual meeting of 
the stockholders of this company. But as 
nothing is certain in this world, I propose 
first to comment on our company’s affairs 
during the last twelve months as if the Iron 
and Steel Act hed not been passed and to 
conclude by explaining the effect of the Act. 

The report and accounts were circulated 
with the notice convening this meeting, and 
if we may take them as read I beg to move: 

“That the report of the directors produced 
together with the annexed statement of the 
company’s accounts at June 30, 1950, duly 
audited, be received, approved and adopted.” 


THE REPORT AND ACCOUNTS 


In the report for 1948-49 the directors 
added a statement of the year’s operations 
which showed among other things the high 
level of production achieved and the progress 
of development schémes. 

In the current report the directors are 
able to say that production has reached a 
still higher level. This higher level is again 
the result of improvements and extensions 
to plant, adequate and regular supplies of 
raw materials and co-operation between 
management and employees. At this meet- 
ing it is no formality but our sincere appre- 
ciation which prompts us to convey to em- 
ployees of all grades our thanks for the work 
they have done and the goodwill with which 
all co-operate. rit : 

The 1948-49 report and my remarks at the 
last annual meeting cover the whole ground 
of our modernisation and development 
schemes, and it is only necessary for me 
to say now that since then, having regard 
to present conditions, reasonable progress has 
been made. The most important of the 
schemes outstanding is the enlargement and 
elaboration of the ore preparation plant and 
the duplication of the coal carbonising plant 
at Appleby-Frodingham. 

In the directors’ current report it is 
recorded that in the last ten years the amount 
of capital expenditure which covers exten- 
sions, as well as improvements and replace- 
ments, has been nearly £223 million and 
that in the year under review the amount 
spent has been £4.153,000. It will continue 
at this rate for the next five years. 
This may seem a large sum, but expendi- 
ture on extensions, improvements and 
replacements is inevitable in industry and 
whether it is called capital or revenue the 
mounting level of prices pushes this expendi- 
ture up to corresponding levels. On this 
subject I have something to say later. 

€ accounts are clear. I need not go over 
them in detail or repeat what has been said 
in the directors’ report. You will notice that 
in the consolidated balance sheet the bank 
overdraft after deducting cash at bankers 
and in hand stands at about £1,400,000. This 
1s the reflection of the excess of capital 
expenditure over surplus revenue. In order 
to meet this and requirements over the next 
five years it is necessary to introduce new 
money. Negotiations for this purpose were 
well advanced before the announcement that 
the Government proposed to put the Iron 


and Steel Act into operation at an early date. 
Now we must continue to use the accommo- 
dation placed at our disposal by our 
bankers. 


ANALYSIS OF EXPENDITURE 


In each of the last three years an account 
has been presented to you of the company’s 
gross income from sales and investments and 
an analysis of expenditure. This account 
and analysis for 1949/50 is as follows :— 


Total Equivalent 


Amount Proportion 
. ; Pp , 0 
Gross income from sales and in- oem 
IIS Gb 0 scdid-vcoweenesc 100-00 


56,118,187 
Amounts expended on :— 
Raw materials, fuel and ser- 


SN are ha Gleb ioe ies oncd.d $s 34,216,679 ° 
Wages, salaries and state siti 

Le nt cag Ee 12,934,261 23-05 
Holidays with pay ........ 363,855 -65 
Pensions for staff and work- 

erie ee 165,000 -30 


Rents, rates, insurances and 
general trade expenses ... 
Delivery charges .......... 
IL tak sia'p. «6s nintnteca 0 
Dividends to stockholders 
DS someone whee sene 
Retained in the business for 
depreciation of plant and 
machinery and other pur- 
NGS cians escnencec<s 


972,603 1-73 
2,257,087 4-02 
2,678,000 4-77 


574,686 1-02 


1,956,016 3°49 
56,118,187 100-00 





GLAMOUR OF NEW WORKS 


A short time ago I read in some publica- 
tion referring to a new steel works that one 
of Britain’s boldest and greatest industrial 
developments is nearing completion. But it 
must not be forgotten that there are already 
in existence great iron and steel works built 
up in many cases from small beginnings by 
courageous proprietors which can truly be 
described as great British industrial develop- 
ments. 

I shall not be belittling enterprises of other 
comp2nies if I mention our own. There are 
four large steel works which together pro- 
duced last year 2,128,000 tons of steel ingots ; 
they are Appleby-Frodingham Steel Com- 
pany in North Lincolnshire, Steel, Peech ana 
Tozer and Samuel Fox and Company, near 
Sheffield, and the Workington Iron and Steel 
Works in Cumberland. A fifth works, the 
United Coke and Chemicals Company, at 
Orgreave, near Sheffield, supplies coke to 
Appleby-Frodingham and gas to Samuel Fox 
and Steel, Peech and Tozer, and produces 
also large quantities of oils and chemicals. 
All have fascinating histories, all have 
been built up from small beginnings 
to large works by enterprising proprie- 
tors, all have marched with the times, 
all are impressive and all are known all over 
the world. I refer to them in this way for 
two reasons, first because the proprietors of 
the company should realise that their pro- 
perties are not overshadowed by newer works 
which are more frequently referred to in 
the press, and secondly because the em- 
ployees of the company are often jealous of 
the publicity given to works which they re- 
gard as little or perhaps no better than their 
own. 

I shall not take up your time by referring 
in detail to more than one. I do so in this 
case because of the size of the works, because 
it is self-supporting, and is one of the few 
jron and steel works in this country which 
is based on and uses Only home ore. 


851 
LARGEST STEEL WORKS IN COMMONWEALTH 


‘The Appleby-Frodingham works in North 
Lincolnshire claims to be the largest steel 
works in the British Commonwealth. It 
mines its own iron ore. It makes a large 
proportion of its requirements of coke, and 
its coke works are in process of duplication. 
It makes its own iron. 


It uses the gas made at the ironworks for 
blowing its blast furnaces, for generating 
electricity, for heating furnaces and in its 
steel melting furnaces. It converts its iron 
into steel. It rolls steel into a number of 
products. It fabricates steel for construc- 
tional purposes. 


PROGRESS SINCE 1866 


It was founded by the Cliff family in 1866 
to make iron from the Frodingham ironstone 
bed which contained little more than 20 per 
cent. of iron, and it still uses this ore with 
ore from its South Lincolnshire mines. In 
1888 the Cliff family, after consultation with 
Thomas Gilchrist, began to make steel in 
open hearth furnaces, then in their infancy. 
In 1901 they installed the first tilting steel 
furnaces in the world. 


The output of iron at Frodingham 
in the year 1866 was 11,000 _ tons, 
it has grown to 800,000 tons per annum. 
The capacity of the steel works built 
in 1888 was 20,000 tons per annum, last 
year it made 874,000 tons. The area coverea 
by the works is 1,175 acres. 


The maintenance shops alone cover 
5% acres and employ 752 men, their size 
gives an idea of the amount of machinery 
and plant in operation in the works. The 
works have been kept abreast of the times, 
their products and their technique are known 
all over the world. 


At these works nearly 800,000 tons of iron 
oe annum is made from home ores which 

ve an exceptionally low iron content. The 
smelting of these ores needs much more 
coke than is required for the smelting of 
the higher grade imported ores which are 
available for iron making at works on the 
coast. When two new blast furnaces were 
built at the South Ironworks a few years 
ago a plant for the pre-treatment of ore was 
included. This pre-treatment of the ore has 
proved to be so beneficial that a scheme for 
its enlargement and elaboration has been 
undertaken and will be in full operation at 
the end of March next year. It is expected 
that as a sesult of this extension of the ore 
pre-treatment, or ore beneficiation plant, the 
output of iron will be increased and a sub- 
stantial economy in coke consumption will 
be effected. 


TRADING SURPLUS 


In the public mind the word profits applied 
to trading or manufacturing companies is 
often misunderstood. It is regarded as 
so much cash which has accumulated in the 
till waiting to be distributed to shareholders. 
It is important to remove this misunderstand- 
ing because it leads to the assumption that 
while everything else which is affected by 
the fluctuation of the purchasing power of 
the pound should fluctuate correspondingly, 
profits in terms of the pound should remain 
static. In fact so-called profits are what 
industry lives on, its cost of living goes up 
when prices rise just as inevitably as the cost 
of living of the man in the street. 


If you will refer to our consolidated profit 
and loss account you will see it begins with 
what is described as balance of trading 
profit £5,107,852. This would be more 
correctly described as trading surplus 
because many charges including provisions 
of no less than £2,678,000 for taxation and of 
£1,175,484 for depreciation have to be met 
out of it before arriving at a balance avail- 
able for appropriation to reserves or divi- 
dends. Thus reduced, the balance becomes 
£1,328,945. Again, £750,000 of this 
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balance (plus £250,000 from another source) 
is appropriated to General Reserve. The 
amount distributed to stockholders is 
£574,686. 


DEPRECIATION AND TAXATION 


This illustration demonstrates that if the 
provisions for depreciation and for taxation 
and the appropriat.on to General Reserve are 
no more than is needed, the trading surplus 
of our company recorded in the accounts of 
approximately £5,000,000 is also no more 
than is needed to meet what I have called its 
cost of living. 

The provisions for depreciation and taxa- 
tion follow a formula and are matters of 
arithmetic. They are no more than is 
needed. It is true that the appropriation 
to general reserve is arbitrary, but the pro- 
vision for depreciation and the appropriation 
to general reserve, together approximately 
£2,000,000, represent provisions for the 
future in which replacement of plant is con- 
stantly and regularly required and in which 
unforeseen contingencies may arise and 
periods of less active trading may _ be 
encountered. Of these the continued fall in 
the value of the pound, in other words, the 
continued rise in prices, makes the future 
replacement of plant a difficult problem, as 
has been frequently pointed out by chairmen 
of companies and by the technical and finan- 
cial press. 


REPLACEMENTS 


Replacements can only be made in ex- 
change for pounds and since pounds are no 
longer related to gold, replacements when- 
ever they are made will have to be paid for 
in paper pounds at the date of replacement. 
No one can foresee how much paper pounds 
will buy in the future, or, in other words, 
how much future replacements will cost. 
But the increase in the cost of replacement 
can be illustrated by looking at the replace- 
ment cost of our company’s producing assets 
in teday’s paper pounds compared with the 
past, based on the Board of Trade index of 
General Wholesale Prices. These assets at 
June 30, 1950, after applying the depreciation 
provisions, stand in the consolidated balance 
sheet at £23,293,000. 

It is estimated that the cost of replacing 
these assets as they exist today would have 
been no more than £25,000,000 in the gold 
pounds of 1913, and no more than 
£26,000,000 18 years later in 1931, the year 
in which the Gold Standard was abandoned. 
But in the paper pounds of today, 19 years 
later than 1931, the cost of replacement 
would be no less than £76,000,000, an 
increase of £50,000,000. 

If it is assumed that the useful life of these 
assets is 25 years, their replacement will 
require 3,000,000 of today’s paper pounds 
every year, and these pounds can only come 
out of trading surpluses after providing for 
taxes, which today takes one half of them. 
We know that in practice some assets may 
not need replacing in 25 years, but the illus- 
tration indicates first, that our trading surplus 
is not more than we need, and secondly, that 
trading surpluses in general cannot be re- 
garded in isolation but must keep in step 
with prices. 

Nationalisation will make no difference to 
these problems, the same trading surplus will 
be needed and the same cost of replacement 
will have to be incurred. 


NATIONALISATION 


The Iron and Steel Bill introduced on 
October 29, 1948, became an Act of Parlia- 
ment on November 24, 1949, eight days after 
our last annual meeting. The Act is com- 
monly regarded as an act to nationalise a 
whole industry, viz. the iron and steel indus- 
try. Im fact it is an act to provide for the 
establishment of an Iron and Steel Corpora- 
tion of Great Britain and for the transfer to 
that corporation of the securities, not of all 


but of certain selected companies—specified 
in the third schedule to the Act—who are 
engaged in the production of iron and steel 
and in activities leading up to and following 
their actual production. The number 
selected is 96, and the basis of selection is 
production in excess of minimum outputs 
of iron ore, pig-iron or steel. 

The specified companies will not be dis- 
solved by the Act as in the case of transport, 
electricity and gas; they are to remain in 
being. The effect of the Act was to take the 
securities, i.e. the share and loan capital, 
from the present holders on a date to be fixed 
and to transfer them to one holder, viz. the 
Iron and Steel Corporation of Great Britain, 
which the Minister of Supply would set up. 
The Minister has duly appointed members 
of the Corporation. 


VESTING DATE 


The date of transfer or vesting was left to 
the Minister of Supply. It was to be not 
later than twelve months after January 1, 
1951. It was hoped that the Minister would 
defer fixing the vesting date as long as pos- 
sible, but on October 9th he announced that 
the date would be February 15, 1951. 

The transfer of the securities of the speci- 
fied companies is compulsory. In _ cases 
where the securities are quoted on the Stock 
Exchange, as they are in our case, the com- 
pensation has been fixed by the Act and 
without reference to the owners of the securi- 
ties. 

The compensation is fixed by calculating 
the average prices of the securities on the 
Stock Exchange on certain dates. For the 
purpose of determining the amount of com- 
pensation so to be calculated, each company 
had to appoint an individual to act as stock- 
holders’ representative, and these representa- 
tives had to be appointed not later than two 
months before the date of transfer. 

The United Steel Company is a specified 
company and unless legislation is passed 
which would make the Act of no effect, or 
the date of transfer is postponed, the securi+ 
ties held by our stockholders, namely, 
£5,097,000 preference and £10,194,000 
ordinary stock, which are the only securities 
constituting the company’s capital, will auto- 
ew pass to the corporation on February 

th. 

At a meeting of stockholders held in 
Sheffield on October 23rd they appointed Mr 
C. R. Urquhart, partner in the firm of the 
company’s auditors, Messrs Peat, Marwick, 
Mitchell and Company to be their stock- 
holders’ representative. He will take care 


that the amount of compensation is correctly 
calculated. 


COMPENSATION 


It is expected that the compensation for 
preference stock will be 22s. 10d. and 
ordinary stock will be 30s. 4d. Compensa- 
tion will be paid not in cash but in a new 
form of stock to be known as British Iron 
and Steel Stock, the conditions of which, 
speaking generally, will make it of par value 
at the date of issue. 

In addition to the compensation payable 
in iron and steel stock, pro rata dividends 
would be payable in respect of the period 
between the end of our company’s last finan- 
cial year, viz. June 30, 1950 and the transfer 
date, viz. February 15, 1951. The normal 
dates for paying dividends are, for the prefer- 
ence stock 2} per cent. on February Ist and 
2} per cent. on August Ist, and for the 
ordinary stock 2} per cent. interim dividend 
towards the end of March and 5} per cent. 
final dividend in the middle of November. 


DIVIDENDS 


The amount of dividend which will have 
accrued in respect of the preference stock 
between the last payment on August Ist and 
February 15, 1951 will be 2.4411 per cent. 
compared with 2} per cent. normally due on 
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February Ist. The Act provid 3 
dends payable shall be ar 2 om Gi. 
porte after the date of transfer. 
more convenient to prefere stock. 
holders to receive a single + ann ae 
February 15th than to receive the aera 
payment of 2} per cent. on February |st and 
a relatively small amount at some late; date 
In the case of the Ordinary stock a diy, 
dend would be due in respect of the period 
between July 1, 1950, and February 15 195] 
which calculated at 8 per cent. per annun, 
would amount to 5.0192 per cent. The; 
are no means of ascertaining when this would 
be paid, but there would be nothing -» 
prevent an interim dividend being paid in 
March as usual, in which case the balan: 
might be paid at the same time or later. 


SOON a 
It might 


ALL ASSETS TAKEN OVER 


Letters received from stockholders from 
time to time indicate that they do not under- 
stand ene the effect of the Act. They 
appear to think that some of the assets of 
the company might be retained for thei 
benefit without reducing the amount of 
compensation they will receive for their 
securities. 

The securities of our company are of two 
classes only, viz., Preference and Ordinar; 
stock. The effect of the Act is to take away 
from every holder of Preference and Ordinary 
stock on February 15, 1951, the whole of 
his stock in return for compensation, and to 
transfer it to the newly formed Iron and Steel 
Corporation. By this transaction the Cor- 
poration in effect will acquire every single 
asset of the company and every single 
liability. Nothing whatever will be excluded. 

It is true that some specified companies 
have segregated, or hived off, as it has been 
called, part of their assets which it has been 
agreed by the Minister of Supply might be 
retained for the benefit of stockholders. But 
in such cases a valuation of the assets segre- 
gated is made, and this is deducted from 
the amount of compensation to be paid. For 
example, suppose that some of the assets of 
our company had been segregated by agree- 
ment with the Minister of Supply, and sup- 
pose that the value of such segregated assets 
had been agreed with the Minister of Supply 
in round figures at £500,000 or 1/20th ot 
the Ordinary stock, then the compensation 
per £1 of the Ordinary stock would be re- 
duced by Is., ie., from, say, 30s. 4d. to 
29s. 4d 

Further, some kind of body would hav: 
to be set up to which the segregated assets 
could be transferred. Such a body might be 
a new company, the shares of which would 
be issued to the stockholders, or it might be 
trustees, who would find a purchaser 2 
distribute the proceeds to the stockholders. 


NO SEGREGATION 


The possibilities of segregation haye been 
considered by your directors, but it does not 
appear that any of the assets are suitable 
for segregation or that any segregation would 
profit the shareholders. , 

We have also been asked if the compensa- 
tion received and receivable for coal mines 
can be distributed to the stockholders. The 
answer to this question is that the com- 
pensation received or to be received in respect 
of coalmines assets is for the purpose of the 
Iron and Steel Act no different from any 
other assets, and there is no provision 1 
provide for this special treatment, but even 
if it were admissible to hand over to the 
stockholders the compensation received oF 
receivable for the coal mines, then the com- 

sation so received would still be deducted 
rom the compensation payable for the com- 
pany’s securities. 


THE FUTURE 


As to the future, the Minister of Supply 
when speaking in the House of Commons 


during the debate on the Third Reading of the 
Iron and Steel Bill said, “ the making of iroo 
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steel in its many forms will not, under 
- Bill, be the responsibility of any Gov- 
ernment department. It will be the respon- 
sibility of the managements of the existing 
companies which will retain their identities, 
their goodwill and such loyalties as they have 
been able to build up. The Corporation’s 
function will be that of a holding company 
responsible in their broad policy to Parlia- 
ment through, of course, the Minister of 
Supply. They will be charged with the 
ceneral duty of ensuring that the develop- 
ment of the industry and the price, quality 
and type of their products conform to the 
overall economic needs of the nation.” 


Again, at a press conference in South 


Wales on September 30, 1950, the 
Minister, as reported, emphasised that 
the transition from private ownership 


to nationalisation should have no effect 
on the manner in which the steel 
industry would carry on. ‘The individual 
companies would still exist as units with all 
their traditions and loyalties which have been 
built up. The Steel Corporation would 
merely be the holding company of the shares. 


OPPOSITION’S INTENTION 


The Opposition have said that if they are 
returned to power they will return the 
selected companies to free enterprise. 


But whatever the future may be, 
unless in the meantime the Act is 
repealed or the date of transfer post- 
poned, that part of the iron and _ steel 
industry represented by the specified com- 
panies, of which we are one and all their 
other activities will be what is called 
nationalised on February 15, 1951. 


Much has been said and written about the 
method of valuing the shares of the specified 
companies. Great objection has been taken 
to the valuation by reference to the price on 
the stock exchange on some selected date. 
Whatever may be said for this method, it 
can hardly be a fair way of valuing iron and 
steel companies which it is common know- 
ledge have been spending very large sums 
on developments in recent years which at 
the time transfer prices were fixed by inclu- 
sion in the Iron and Steel Bill on October 
29, 1948, had not and in many cases still 
have not become productive. 


In the case of our company since July 1, 
1948 the net worth of our assets as pars 
recorded in our consolidated balance sheet 
including the provision for deferred taxation 
has increased by £3,415,000. 


It is no answer to say that the current 
market price of the stock reflects this increase 
’ net worth, Market values of stocks and 
shares follow very closely the rate of the 
latest dividends, dividends generally have 
been voluntarily restricted by special request 
of the Chancellor of the Exchequer since 
March, 1948, and in the case of the specified 
steel companies dividends payable after 


— 29, 1948, were limited by the Act 


ATTITUDE OF DIRECTORS 


In conclusion the directors of specified 
Tenpanics and their trade association, the 
British Iron and Steel Federation, have been 
<riticised for unwillingness to co-operate 
Once the Act was passed. But it should be 
remembered that the directors of the 
Specified companies and their trade associa- 
_ (which has other members) are the 
clected representatives of the owners of the 
securities which are to be compulsorily 
acquired but which have not yet 
a They could hardly lend themselves 
dh the acquisition, on the contrary it is their 
Cuty to oppose it until the last moment. The 
irony, the tragedy of the whole matter is that 


nobody really wants iron and steel to be 
nationalised, 


The report and accounts were adopted. 
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ROAN ANTELOPE COPPER MINES, 
LIMITED 


The following is an abridgment of the 
statement by the chairman (Mr R. L. Prain, 
O.B.E.), dated October 9, 1950, circulated to 
members. 


MR A, CHESTER BEATTY 


Last June, his colleagues no longer felt 
justified in continuing to ask Mr A. Chester 
Beatty to remain on the board as chairman 
against his expressed wish to retire, and 
accordingly, on June 6th, Mr Beatty resigned 
after 23 years as first chairman of the board. 

Mr Chester Beatty was the founder of this 
company, and indeed is generally acknow- 
ledged to be the main architect of what is 
now the great copper industry of Northern 
Rhodesia. 

My colleagues did me the honour of 
inviting me to succeed Mr Beatty as chair- 
man. 

MINE POSITION 


After a successful and confident start at 
Roan Antelope, underground difficulties were 
encountered, The years 1931 to 1938 were 
years when the low costs of production and 
the successful extraction of the ore gave no 
indication of the trouble which was to develop 
later on account of the mine workings being 
subjected to unduly heavy pressure. This 
situation became evident in the year 1939, 
and resulted in the necessity of introducing 
more costly mining methods. The questions 
of safety, mining recovery and mining costs 
all had to be considered and correlated to the 
best advantage under difficult circumstances. 
In the development period, during which 
the mine was being turned Over to new 
methods, costs were bound to be high and 
production low, and it is only now that the 
results of this work are beginning to be seen. 
It is calculated that maximum production 
will be about 72,000 tons of copper per 
annum. 

The development of the Roan Extension 
area proceeded satisfactorily. 

The bringing into production of this area 
has taken 43 years, and has cost about 
£1,000,000, all of which has been found out 
of taxed profits. 


DEVALUATION 


In December, 1949, agreement was reached 
with the Ministry of Supply whereby the 
price basis for Northern Rhodesian copper 
delivered to the Ministry would be approxi- 
mately the same as the price of copper f.a.s. 
New York. The importance of this decision 
to the Northern Rhodesian companies is 
obvious, as it results in a higher copper price 
in terms of sterling, which is essential to 
meet the inevitable increase in the costs of 
production and capital goods following on 
devaluation. The increase in price and the 
increase in costs should first be evident in 
the current year. 


RESULTS FOR THE YEAR 


The blister copper production for the year 

was 63,557 long tons (56,162 the previous 

ear). 

ij Sachs were increased by 1,500 tons to 
about 18,000 tons, which completes the stock- 
building programme. The remaining pro- 
duction was sold at an average of £127 4s. 7d. 
per long ton of blister copper f.0.b. Beira 
(£120 7s. 9d. the previous year). 

The profit for the year before replacements 
and taxation amounted to £3,334,000, an 
increase of approximately £670,000, of which 
about half is due to the increase in the price 
received for our copper, and the rest to the 
increase in production. In order to make 
adequate provision for the very heavy expen- 
diture in the years through which we are now 


passing, the appropriation to replacements 
and obsolescence reserve has been increased 
from £700,000 to £900,000 ; the reserve now 
stands at £1,588,284. In line with previous 
policy, £100,000, being the approximate- 
amount of the increase in the value of copper 
stocks, has been transferred to general 
reserve. 

The board has recommended a final divi- 
dend of 9d. per unit of stock or share which, 
together with the interim of 6d., wil] make 
a total distribution for the year of ls. 3d. 
(Is. 13d. the previous year). 

Taxes payable for the year amount to about 
£1,616,000, against which there is a credit 
in respect of over-provision for previous 
years amounting to £52,000; the carry- 
forward is increased to £193,936. 


COPPER MARKET 


Our copper has been sold almost entirely 
to the Ministry of Supply. I have referred 
already to the agreement reached with the 
Ministry with regard to the effect of devalua- 
tion on the copper price. This price will 
thus continue to be based on the United 
States export quotation which during the F 
year touched a low point of 16 cents per 
pound of electrolytic copper f.a.s. New York 
and a high point of 22.50 cents. At present 
this price is standing at 24.50 cents. It will 
not, I believe, be considered an excessive 
increase in price, considering the movements 
which have occurred in other commodities 
and the extremely strong statistical position 
which still obtains for copper. 


LABOUR POSITION 


There were two short strikes which 
together caused an interruption of three days. 
The matters in dispute were ultimately 
settled with the European trade union, either i 
by discussion or through conciliation. i! 

There were no disputes with the staff 
association or the African trade union which 
were not settled by discussion or concilia- 
tion, while in the case of the European union 
the only dispute on which agreement was not 
reached was that relating to the question of 
a 40-hour week. The union had requested 
the copper companies to recognise the prin- 
ciple of a 40-hour week, and the matter had 
been referred to conciliation, at which no 
agreement was reached. A Board of Enquiry 
Was appointed into this dispute, and into the 
question of compulsory arbitration ; its find- 
ings have not yet been published. 


FUEL 


There were no interruptions during the 
year on account of shortage of fuel. Deliveries 
of coal were not up to the company’s require- i 
ments, but the effect of the shortage in de- 
liveries was mitigated by the continued 
intensive wood-burning efforts of the copper 
companies. 

Since the end of the financial year there : 
has been further deterioration in the fuel 2 
position, and the outlook is still far from 
clear. It does appear, however, as if the 
problem may again develop, as it has done 
in the past, into one of carrying capacity of 
the railways rather than of colliery output. 


WESTERN CONCESSION 


Just over £9,000 was spent On an area to 
the west of the Copperbelt which is being 
prospected by Mufulira Copper Mines on 
behalf of itself and certain other Northern id 
Rhodesian companies, and in which work i 
this company has a participation of 30 per iv 
cent. 
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GOODE DURRANT AND MURRAY 


(Wholesale Merchants, Importers and Warehousemen) 
A SATISFACTORY RESULT 
MR GEORGE P. SCHOOLAR ON BUSINESS TRENDS 


The fifty-second annual general meeting 
of Goode Durrant and Murray, Limited, was 
held on November 9th at 197, Great Portland 
Street, London, W., Mr George P. Schoolar, 
the chairman, presiding. 


The following is the statement by the 
chairman which had been circulated with the 
report and accounts for the year ended July 
20, 1950:— 


In presenting to the shareholders the 
balance sheet for the year ended July 20, 
1950, the directors are pleased to again be in 
a position to report a satisfactory result for 
the period under review. The continued 
upward movement of markets caused uncer- 
tainty as to the capacity of the public to keep 
pace with rising prices ; the opinion being 
requently expressed that limits had been 
reached, and that buying resistance would 
interfere with sales. 


There has indeed been considerable price 
resistance, and people have either substituted 
with articles of lower quality, or gone with- 
out, by making the old garment last out 
another season; but increasing population 
and rising wages, coupled with steady em- 
ployment, has kept sales at a level which 
consumed available supplies, with little sign 
of slackening demand. Profit margins, under 
the system of price control applied in 
Australia, are inadequate, and not in keeping 
with the risks entailed, and margins do not 
allow for the provision of reasonable reserves 
to cover ordinary market risks. 


Labour conditions show some signs of im- 
provement in factories and workrooms. In 
addition to seniors with some experience, 
juniors and beginners have become available 
in larger but still limited numbers. The 
juniors are very welcome, as indicative of a 
revival of interest by young people in this 
type of occupation. 


TRADE PROSPECTS 


New Zealand trade is increasing and pros- 
pects are encouraging. South African trade 
made a good recovery following on a dull 
period due to import restrictions and un- 
balanced buying by some importers. 


There has been a rush to secure goods, in 
anticipation of shortages and still higher 
prices. Purchases are in excess of current 
requirements and an easing in demand can 
be expected, while stocks are being reduced 
to normal. This buying excitement has been 
general and not confined to South Africa 
or Australia and New Zealand. 


The West Indies have recently bought 
from this country the bulk of the goods that 
were formerly obtained from the United 
States and, in consequence, our shipments 
have assumed much greater proportions. 
Owing to currency regulations our trade with 
South America has been restricted. There 
are indications of easier conditions in this 
market. 

Business in other parts of the world, in- 
cluding India, Pakistan, Middle East and Far 
East, has been adversely affected by un- 
settled conditions, but there are some signs 
of improvement. With all these factors inter- 
vening, it is gratifying to us to be in a posi- 
tion to recommend the same dividend and 
bonus as paid last year, after putting further 


sums aside for contingencies and super- 
annuation. Reserves for future taxation on 
current profits have been provided at exist- 
ing rates. 


BALANCE SHEET FIGURES 


I would like to draw your attention to the 
fact that the figures in our balance sheet on 
this occasion are entirely in sterling. Pre- 
viously mixed Australian and United King- 
dom currencies were given, with provision 
for exchange on the excess of current assets 
over liabilities in Australia. This exchange 
provision has now been applied to the 
separate totals of assets and liabilities, and, 
in order to give an accurate comparison, the 
previous year’s figures have been similarly 
treated. e total excess of current assets 
over liabilities is now £980,742. To the best 
of our knowledge, ample provision has been 
made for doubtful debts. Stocks have been 
subjected to careful inspection by the man- 
agement, and conservatively valued, and, 
provided there is no major disturbance to 
business, should be realisable at a profit. 


Since July 20th, world events have affected 
markets to an unusual degree. We are gain 
facing market advances, but of a more revo- 
lutionary nature, and problems have to be 
expected which make it difficult to forecast 
future trading results. We are endeavouring 
to maintain and to improve sales without in- 
creasing stocks unduly ; but sales can only 
be effected by providing goods in sufficient 

uantities to give the turnover required. 

€ quality of management and staff will be 
tested when facing up to the position. 


LIMITING RISKS 


Retailers can be expected to adopt a con- 
servative policy, and endeavour to limit risks 
by buying from hand to mouth. We can see 
the wholesaler being called upon to carry the 
stocks, and assume a greater proportion of 
risk in their disposal until such time as 
markets settle on to a steadier basis. 


Harvest prospects in both South and West 
Australia are sat'sfactory. Wool, the main 
primary product, has taken a spectacular rise 
and the clip will be responsib'e for a much 
larger amount, owing to very keen demand 
and high prices. Excessive prices give a 
temporary benefit to the seller, but do not 
serve the real interests of the industry, and, 
in the case of wool, forces manufacturers to 
search for substitutes and mixtures. A 
genuine shortage obtains with high prices 
unavoidable ; and demand for military pur- 
a has aggravated an already serious Pposi- 

on. 


A shortage of labour for primary and 
secondary industry is still hampering opera- 
tions in pastoral, farming and mining 
pursuits, as well as heavy industry in 
Australia. Building shortage is acute, and 
importation of prefabricated houses is being 
resorted to. These structures may satisfy an 
urgent demand; but in countries where 
homes of a substantial nature are a feature, 
it 1S a great pity that resort to substitutes 

be necessary. 

I shou'd like to place on record the board’s 
appreciation of the loyal support of our staff 
in Australia and also in London, which the 
board consider has contributed to an im- 

tant extent in the export trade of the 

nited Kingdom. 

The report and accounts were adopted. 
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SOUTH AFRICAN 
DISTILLERIES AND WINES 
LIMITED 
INCREASED PROFITS 


The sixteenth annual ordinary meet; 
South African Distilleries and Wines Line, 
was held on November 10th in London, M; 
H. R. Mosenthal (the chairman) presiding 

The following is an extract from the state. 
ment by the chairman for the year ended 
February 28, 1950: 

The consolidated trading profits amo. 
before providing for United ae 
tion but after providing for all South African 
taxation, to £541,304, as compared with 
£516,389 last year, an increase of £24,915, 

The total estimated liability to South 
African taxation on the profits earned during 
the year is £183,704, as compared with 
£182,931 last year. The total provision for 
United Kingdom taxation is £130,503, com- 
pared with £122,287 last year. 


RESULTS OF YEAR’S OPERATIONS 


Dividends declared by the subsidiary com- 
panies amounted to £298,726, as compared 
with £275,937 in the preceding year. Net 
profit available for distribution amounts to 
£180,505. The directors propose to distri- 
bute a final dividend on the Ordinary stock 
of 19 per cent., less income-tax, making, with 
the interim dividend of 6 per cent. already 
paid, a total of 25 per cent. for the year. 

Last year our subsidiary companies suffered 
a further reduction in their quota of rebate 
brandy, which had necessitated the further 
rationing of their sales, but I was able 
to inform you that they were able to 
minimise this very serious handicap to a 
certain degree by careful anticipation. This 
problem has been resolved and the policy 
is being continued of increasing maturing 
wine and brandy stocks. The prospects of 
the operating companies are as good as ever. 

Some shareholders may feel that we should 
not have increased our dividend, but I fail 
to appreciate why, it the decreased buying 
power of the pound or, in other words, the 
cost of living, justifies wage increases, those 
such as wicewss, o~ - eae, - 
generally all ple dependent on dividends 
to maintain ee only their standard of living 
but their-actual living, should not also receive 
the extra dividends where profits justify in- 
creased distribution. I emphasise the werd 
“ justify.” Adequate reserves must be pro- 
vided, as in fact they have been. 

I do not like bringing politics into the 
annual statement, but may I be permitted to 
say that the economic recovery of this country 
would be speeded up by the limitation of 
Government expenditure and waste rather 
than the dividend limitation, which 1s t 
some extent a class measure ; it would seem 
that the old and very sound motto, “ United 
we stand, divided we fall,” has been con- 
verted into “Unions must stand, dividends 
must fall.” 


QUESTION OF TRANSFER OF CONTROL 


The board has for some time had the 
question of the transfer of directorial control 
to the Union of South Africa under con- 
sideration. The decision is not an casy one. 
Many factors come into the matter which 
have to be taken into account, and oe 
might be alterations in taxation both in the 
United Kin: in the Union of Souta 
Africa which may have disadvantagcous 
effects if control were removed from this 
country. The report of the Tucker Cm, 
m‘ttee is expected to be issued shortly, = 
this may indicate very clearly whether t 
of control is desirable or otherwise, 
and in these circumstances the board a 
come to the conclusion that it is in the bes 
interests of the stockholders to defer coming 
to a final decision. 


The report was adopted. 
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THE ECONOMIST, November 18, 1950 


DALGETY AND COMPANY 
ANOTHER SATISFACTORY YEAR 


The sixty-sixth annual general meeting of 
Dalgety and Company, Limited, will be held 
in London on December 7th. 

The following is an extract from the 
statement of Mr D. Abel Smith, the chair- 
man, circulated with the report and accounts 
for the year to June 30, 1950:— 

I am pleased to be able to report another 
satisfactory year’s trading. The company’s 
pusiness during the year has been well 
maintained and in many directions increased. 
Shareholders will be interested to learn that 
the number of offices in Australia, New 
Zealand and East Africa has increased since 
1945 by no less than 74. 


HIGH LEVEL OF PRICES 


Prices for all primary products have re- 
mained at high levels and have contributed 
very materially to the satisfactory results for 
the year. Although the outlook for the 
current year is very promising, we do not 
lose sight of the fact that the present high 
prices may not last, and we have thought it 
prudent again to make substantial appropria- 
lions to Our reserves as an insurance against 
less favourable times in the future. 

I referred last year to inflationary tenden- 
cies in the Australian economy which show 
no signs of abating. One of the main effects 
on our business has been a substantial in- 
crease in expenses, a large proportion of 
which has been the salaries and wages of 
our staff. Fortunately during the past year 
increased earnings have more than absorbed 
the increased expenses. That these earnings 
have proved so buoyant is in the main due 
to the high prices which have ruled for wool 
and which are themselves reflected in the 
price of sheep. 

It is contrary to the company’s policy to 
deal on its own account in wool or stock. 
Wool, as you know, is sold at public auction 
by us and our competitors, and our aim is to 
persuade the pastoralist to entrust his clip 
to us for sale. It is from the commissions 
on these transactions that our earnings arise, 
and by working only on a commission basis 
we can justly claim that the interests of 


our clients and ourselves’ ate one: 


TRADING IN NEW ZEALAND ~* 


In New Zealand, too, the yéar’s trading 
has been highly ‘‘satisfactory, .and each of 
our main branches has been’ able to show 
profits which are an improvement on the 
previous year. In view of the keen com- 
petition which exists in all the numerous 
small centres in New Zealand where the 
company’s business is conducted, and taking 
imto account the fact that many clients 
formerly financed by us are now independent 
and therefore free to deal with whom they 
Wish, the results reflect great credit on the 
Management and staff. As in Australia, how- 
ever, our satisfaction must be tempered by 
the knowledge that the good results are in 
Part to be attributed to the high level of 
wool and stock prices, and we cannot but 
be disturbed by the heavy rise in expenses. 

I turn lastly to East Africa where the result 
of the year’s working has been a disappoint- 
ment. Most of our smaller branches did 
well, but the profit for East Africa as a whole 
1s the lowest for some years, which is the 
more disconcerting in that prices of primary 
Products, and particularly sisal and coffee, 
have been higher than ever. 

Although the results for the past year 
have been below expectations, we retain our 
faith in the successful development of the 
East African territories. 

_We are recommending a final dividend of 
6) per cent. on the Ordi shares, which 
Tepresents 10 per cent. for the year, and we 
also recommend the pa t of a bonus of 
2 per cent. on the Ordinary shares, making 


a total distribution of 12 per cent. 


STREAM-LINE FILTERS 
LIMITED 


RECORD VOLUME OF ORDERS 
MR C. S. GARLAND’S REVIEW 


‘The annual general meeting of Stream-Line 
Filters Limited, was held on November 13th 
in London, Mr C. S. Garland, the chairman, 
presiding. 

The chairman referred to the serious loss 
the company had sustained in the death of 
his son, Mr J. C. Garland, A.C.G.I., B.Sc., 
A.M.1.Chem.E., in the accident to the Dakota 
machine at Mill Hill on October 17th. He 
was technical director of the company and 
had, since his return from the R.A.F., com- 
pletely reorganised two of the company’s 
factories. He was on his way to a conference 
regarding the lubrication of a new rolling 
mill which was one side of the company’s 
work in his charge. He was a very capabie 
engineer, well versed in all phases of the 
company’s operations and will be difficult to 
replace. 

Continuing, he said: The volume of orders 
and the output from the works steadily 
increases—both being a record since the 
establishment of the business in 1923. Apart 
from the rearmament programme, for which 
it is providing essential equipment for some 
14 countries, over 60 per cent. of its output 
is exported and a substantial part of the 
balance is for such important services as 
power stations, steel, aluminium and brass 
rolling mills, large-scale mining operations 
and shipbuilding. 

The company’s strength in the export 
markets is based on its policy of quoting 
fixed prices, keeping faithfully to delivery 
dates and selling a large volume of a high- 
grade product at a modest margin of profit. 
Stream-Line Filters are manufactured in 
London, Detroit, Paris, Barcelona and Stock- 
holm and are sold through some 60 enthu- 
siastic and energetic agencies overseas. They 
enjoy throughout the world a reputation for 
good quality and sound engineering design. 


TAXATION BURDEN 


The heaviest charges from the net income 
of £42,272 are for taxation £17,704 and 
depreciation £8,725, both of which arise from 
the same cause—high taxation. This is one 
of the main reasons for high prices, and 
these high prices in turn demand the setting 
aside of ever-increasing sums to provide for 
the higher cost of replacement of plant and 
tools. The company’s order book ensures the 
full operation of all the factories for the next 
twelve months at prices which show a satis- 
factory margin over cost. 

It will be noted from the consolidated 
accounts that the tax liability of the sub- 
sidiaries has not yet been finally determined, 
but the directors and their advisers believe 
that they have made provision for this and 
for deferred repairs in the sum of £165,245, 
of which £72,245 has already been paid on 
account. The cash resources of the sub- 
sidiaries are fully extended in providing out 
of the small part of their profits remaining 
after paying taxes at the present penal rates 
for the increased sums needed for stocks and 
book debts resulting from a larger volume of 
business and higher prices of all supplies and 
for the maintenance of their works and plant. 

While they continue to earn reasonable 
profits they could make a substantial contri- 
bution to the divisible profits of the group 
only by the provision of fresh capital from 
outside sources and, in pursuance of their 
conservative financial policy, this is a course 
which your board would wish to avoid. 

The report was adopted. 

Mr F. H. Rogers was re-elected a director 
and the audit fee of Messrs Lever Honeyman 
was agreed. 
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ALLEN HARVEY AND ROSS, 
LIMITED 


INCREASED PROFIT 


The seventh annual general meeting of 
Allen Harvey and Ross, Limited, was held 
on November 14th in London. 

The following is an extract trom circulated 
statement of Mr G. M. B. Portman (chair- 
man and managing director) :— 

The net profit for the year ended Septem- 
ber 30, 1950, amounted to £87,999, against 
£64,357, an increase of over £23,000 above 
the previous year. After the same dividend 
appropriations as last year, £69,898 remains 
to be carried forward, equivalent to twice this 
year’s appropriation for dividends. 

The discounting of bills on London has 
lately shown a new significance—indeed, 
some return towards former practices. The 
market has increasing cause to see to it that 
their purchases bear authentic hallmarks 
upon them showing that the goods secured 
under acceptance credits will indeed be self- 
liquidating commodities. Such bills can 
readily be turned over by the discount houses, 
at the small margin of profit now generally 
agreed upon by all concerned as the con- 
sideration due for the discount firm’s endorse- 
ment liability. 

At this moment sterling is showing remark- 
able strength, resulting in a notable flow of 
foreign money ‘nto the market. It would be 
unwise at this stage to treat this movement 
as more than temporary, for we must look 
cautiously ahead at the consequences which 
may befall our economy during 1951, during 
which year international war debts to Canada 
and U.S.A. start to fall due, and deposits in 
sterling recently made by foreigners mature. 

The report and accounts were adopted. 





LEETHAMS (TWILFIT), 
LIMITED 
RECORD TURNOVER 


The twenty-second annual general meeting 
of Leethams (Twilfit), Limited, was held on 
November 16th at Portsmouth, Mr C. H. 
Reynolds, J.P., chairman and managing 
director, presiding. 

The following is an extract from his 
circulated statement : — 

We are pleased to report another year of 
progress by the company. Our turnover has 
been the highest in the history of the busi- 
ness, but whilst the trading profit is greater 
than that of a year ago, it has been influenced 
by the heavier working expenses which were 
expected and also by the persistent rise in 
the cost of materials, especially those con- 
taining cotton and rubber. We view with 
concern the tendency for costs to increase, 
the full effect of which has not yet been felt, 
and we can only hope the price-level of 
materials will not rise above that which the 
public both at home and abroad can pay. 

We have continued to exert the utmost 
efforts to develop our overseas markets. We 
know that our prices are right and our pro- 
ducts are acceptable; but there are many 
obstacles before our overseas friends can 
secure permission to purchase and import. 
Twilfit House came into production during 
the year, and afforded considerable relief to 
our other factories which were working under 
difficult conditions. It will also be noted 
we are contemplating extending another 
factory which we are convinced will be of 
benefit to future trading. as 

Stocks have risen by £78,194. This is 
attributable in part to enhanced costs of 
materials and in part to our decision to carry 
greater quantities of garments manufactured 
and in course of manufacture, with a view 
to permitting equitable distribution to our 
customers. 

The report was adopted. 
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‘CITY OF SAN PAULO 
IMPROVEMENTS 


RECORD SALES 
MR R. G. MILLS’S STATEMENT 


The thirty-eighth ordinary general meeting 
of the City of San Paulo Improvements and 
Freehold Land Company, Limited, was held 
on November 16th in London, Mr R. G. 
Mills, the chairman, presiding. 


The following is an extract from his circu- 
lated statement :— 


Under Brazilian law the company is not 
permitted to remit profits in excess of 8 per 
cent. of its registered capital employed in 
that country. In respect of the profits of 
the year ended February 28, 1949, the per- 
missible remittances were £134,450, of which 
£120,000 has been received. In respect of the 
profits of the year to February 28, 1950, 
the company has made application to the 
Brazilian authorities for remittances of about 
£150,000 to meet its liabilities for British 
taxation, interest and redemption of the Five 
and a-Half per Cent. R able Income 
stock, and dividends on the Preference and 
Ordinary stock. 


The profit for the year in San Paulo 
amounts to £195,628, as compared with 
£215,233. The decrease of £19,605 is attri- 
butable chiefly to certain non-recurring ex- 
penses and to the fact that in the previous 
year a considerable block of land was sold, 
for outright payment, the profit thereon be- 
ing taken into that year’s accounts, After 
bringing into account revenue and charges 
in London, the profits for the year are re- 
duced to £180,641. For the first time the 
company has become liable to British taxa- 
tion, the amount being £20,300 for profits 
tax. The board feel justified in recommend- 
ing the payment of the same final dividend 
for the year as was paid last year—namely, 
2d. per Ordinary stock unit. 


LAND SALES AND PRICES 


During the year under review the total 
sales made on the company’s usual terms 
amounted to Cr.$75,000,000 approximately, 
which is by far the highest amount yet 
recorded. he present stock land, 
developed and undeveloped, is 474 acres, and 
stands in the balance sheet at the amount 
to which it was written down on March 1, 
1940, or at cost where purchased subse- 
quently. 


Prices of land are being maintained and 
there appears to be no slackening off in the 
demand, provided credit facilities are con- 
tinued. The tendency of most people in 
Brazil to invest savings in property is very 
pronounced. 

For commercial and other valid reasons, 
the board has felt for some time past that 
there would be distinct advantages in 
registering a subsidiary company in Brazil. 
It was decided to register on July 6, 1950, 
a company in Sao Paulo entitled Companhia 
City Paulista de Terrenos ¢ Melhoramentos, 
having a capital of 20,000 contos, being the 
equivalent of £250,000 when calculated at 
the rate of 3d. to the cruzeiro. 


This is a wholly owned subsidiary, but 
direction of the company is in the hands of 
its directors, all of whom are resident in 
Brazil. An agreement has been drawn w 
by virtue of which the new company will 
act as our agents in Brazil, and it is the 
intention of the directors of the new company 
to invest its capital in land purchases as and 
when the opportunity occurs. As the result 
of having taken this step we have further 
identified ourselves with the country in 
which we operate. 


The report was adopted. 


CONSOLIDATED AFRICAN 
SELECTION TRUST, 
LIMITED 


BENEFITS OF NEW DIAMOND 
CONTRACTS 


The twenty-sixth annual general meeting 
of Consolidated African Selection Trust, 
Limited, will be held on December 12th in 
London. 


The following is an extract from the circu- 
lated statement of the chairman, Mr 
Chester Beatty :— 


The combined profit for the year ended 
June 30, 1950, by this company and its 
wholly owned subsidiary, Sierra Leone 
Selection Trust, Limited, was £2,366,255, a 
decrease of £223,385, compared with the 
a year. The directors recommend a 

dividend of 3s., making a total for the 
year of 4s. per unit of stock. 


ILLICIT ACTIVITIES 


A factor which has a prejudicial effect on 
our operations in the Gold Coast is the very 
serious growth of diamond thefts and illicit 
mining activities over the last two years. 
There is no doubt that important quantities 
of diamond have been stolen from our mines 
and from our plants at various stages of our 
operations. All possible steps are being taken, 
with the close co-operation of the Gold Coast 
authorities, to reduce the loss through these 
causes, but the protection of our concessions 
from illicit mining in the thick African bush 
presents great difficulties, which are increased 
by the extremely loose regulations under 
which Africans are at the present time able 
to work and deal in diamonds. Representa- 
tions have been made to the Gold Coast 
Government regarding this state of affairs, 
which urgently calls for appropriate preven- 
tive measures if serious repercussions in the 
economy of the colony are to be avoided. 


The current contracts with the Diamond 
Corporation for the sale of our production 
were due to expire on December 31, 1950. 
As a consequence of the devaluation of sterl- 
ing, however, their revision became neces- 
sary, and it was decided to take the oppor- 
tunity which thus arose to review the whole 
situation from a long-term point of view. As 
a result, new contracts covering all diamond 
material produced by your companies and 
omer from January 1, 1950, for a period 

six years, were entered into with the 
Diamond Corporation and with Industrial 
Distributors, Limited, on terms which your 
directors consider satisfactory. The new 
arrangements will result in a substantial in- 
crease in the earnings for our industrial pro- 
duction, which will, however, not be reflected 
in our accounts until the current financial 
year is completed. 


CURRENT YEAR’S SALES 


At the end of last year, indications were 
that world sales of diamond for the current 
calendar year would be at a lower level than 
for 1949. In the event, however, due per- 
haps in part to the developments in Korea, 
the value of sales of cuttables and industrials 
reached nearly £35,000,000 by the end of 
September, and there is little doubt that 
the sales for the year will reach a new record. 
While the higher prices introduced as a con- 
sequence of the devaluation of sterling mean 
that the caratage sold has not increased 
proportionally to the rise in value, the long 
continuance of this high rate of demand has 
resulted in the disposal of our accumulated 
stocks, and present indications for the cur- 
rent financial year are that there will be no 
difficulty in finding a market for the whole 
of our production. The outlook for your 
mnaenies continues, therefore, to be satis- 
actory. 
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EASTWOODS LIMITED 
NATIONALISATION THREAT 


The thirtieth ordinary general meeting of 
Eastwoods Limited was held on Noy : 
16th in London. avaaieer 


Mr G. W. A, Miller, F.C.1S. (chairman 
and managing director), in the course of his 
speech, said: The threat of even more State 
control of cement and other industries had 
to be repeated at a time when coal, transport 
and practically all the nationalised under. 
takings are showing losses which can only 
be corrected at the expense of the public, 
that is charged to private enterprise, and there 
is undue haste to cover the losses before 
disclosure of the calamitous cost of the policy 
becomes inevitable. 


In view of the further proposals announced 
at the opening of Parliament, we must now 
assume that out of the veiled and guarded 
juggle with words, out of the obvious 
ambiguity and double entendre one issue 
emerges clearly. That issue is private enter. 
prise, personal effort and the national interest 
versus State control, the fostering of hatred 
between class and class and the reduction of 
the way of living, the savings and the income 
of those who can and will to the sub-standard 
level of others who cannot or will not. We 
will fight nationalisation at Eastwoods on 
the basis that a tremendous contribution to 
the national welfare is being made by the 
Cement Industry financed entirely by the 
savings of the le, including thousands 
of our own employees and stockholders, 


Town planning and licensing delays are 
obstructive to progress, and effort has been 
made to short-circuit these troubles by the 
purchase of closed yards for re-equipment 
and re-opening as soon as possible. 


SUCCESS OF FREE ENTERPRISE 


Free enterprise need not be ashamed or 
afraid of its successes. On the contrary, it 
is from the wider spread of our many 
varied activities that the larger volume of 
net revenue flows with which to _ finance 
social services, Government expenditure in 
general and the losses of nationalised industry 
in .particular, 


We can now s with ‘some experience 
about Town and Country Planning, with par- 
ticular reference to the operation of the 1947 
Act. In the effort to float any new project 
years of delay are common between the date 
of the original scheme and the time when 
the production stage is actually reached. 
Something must be done very urgently to 
streamline procedure and sweep away the 
ever-growing mass of new regulatigns and 
added restrictions. Unquestionably some of 
the provisions, besides being a bar to the 
very development which the Act contem- 
plates, are shes vires the Act itself—notably 
any consent on a fresh application a 
panied by additional restrictions on land 
worked out in the past, not immediately 
contiguous and not forming part of the pre- 
sent application. 


One of the absurd anomalies we have to 
meet every day, and I have no answer to give 
our employees, is that our bricks are being 
delivered in millions to build houses for 

iculture, mining and police on top priofi- 
ties in the centre of areas in which we cannot 
get allocations for the brick - making 
employees themselves. 


In reviewing the progress during the past 
year of outstanding successes when the results 
of programmes initiated during the war are 
becoming apparent, we are at last able to 
measure the yalue of g nearly one 


projecun y 
million pounds of new capital expenditure 
in the past five years upon an organisation 
such as Eastwoods. 


The report was adopted. 
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INDUSTRIAL FINANCE 
AND INVESTMENT 
CORPORATION 


INVESTMENT INCOME WELL 
MAINTAINED 


MR J. N» BUCHANAN’S STATEMENT 


The twenty-fifth annual general meeting 
of the Industrial Finance and Investment 
Corporation, Limited, will be held on Friday, 
December 8, 1950, at Winchester House, Old 
Broad Street, London, E.C. 

The following is the statement by the 
chairman, Mr J. N. Buchanan, D.S.O., M.C., 
which has been circulated with the report 
and accounts for the year ended June 30, 
1950 :— 

The publication of our accounts has this 
year been somewhat delayed, mainly because 
we wished to obtain the agreement of the 
Inland Revenue to a change in the basis of 
valuing our investments. 

Previously, for purposes of taxation, we 
used to deal with the investments as a whole, 
valuing them each year either at their total 
cost or at their total market value, which- 
ever was the lower. In this way the depre- 
ciation on holdings valued at less than their 
cost was first set against the appreciation on 
holdings valued at more than their cost. 
Only if there was a net depreciation on the 
mvestments as a Whole was a deduction made 
from our taxable profits. Following the 
decision in a recent taxation case, we have 
now arranged to value each individual hold- 
ing at the lower cost or market value. This 
enables us to deduct from our taxable profits 
the unrealised depreciation on any invest- 
ment and not merely the net depreciation of 
the investments as a whole. 


INVESTMENT FLUCTUATION RESERVE 


To effect a corresponding change in our 
accounts, we have drawn on the investment 
fluctuation reserve to write the investments 
down by £185,046. This is the amount of 
the depreciation on individual holdings which 
at July 1, 1949, had been set off against the 
appreciation on other holdings and which 


hitherto could not be deducted from our 
taxable profits. The investment fluctuation 
reserve has been restored to its former figure 
of £200,000 by a transfer from the appropria- 
tion account. Although there is thus a con- 
siderable reduction in the carry-forward, the 
Margin between the market value and the 
book value of the investments is greatly in- 
creased. There is also substantial relief from 
taxation of which full advantage could not be 
taken in these accounts, but which will be 
available against future profits. 

In my statement last year I pointed out 
that the charge for taxation in the accounts 
bore little relation to the profits shown. As 
a result of the changes set out above, a 
similar position has arisen this year. The 
profit tax represents a distribution charge 
and the income tax is tax deducted from 
dividends received for which the relief from 
taxation mentioned above was not available 
owing to the fiscal year in which these divi- 
dends were paid. In future, however, once 
this relief has been fully utilised, the tax 
then payable will bear a close relationship to 
the results shown in the accounts. 

The board considered carefu'ly whether 
or not it was desirable to make this change. 
Apart from any saving in taxation, we con- 
sidered the new method of stating our in- 
vestments to be altogether more conservative, 
as we deal with losses as they arise, but do 
not take credit for profits until they are 
actually realised. 


THE CURRENT YEAR 


Conditions during the past year have not 
been easy. The year began when devalua- 
tion was threatening and ended a few days 
after the invasion of South Korea. In view 
of the uncertainties brought about by these 
events, it is satisfactory to be able to record 
the results shown by these accounts. 

With regard to our old continental loans— 
which have, of course, long since been 
written off—nothing tangible has so far been 
achieved despite continuous negotiations, but 
there are indications that modest -recoveries 
mav be possible in the not too distant future. 

The current year has begun in a rather 
better atmosphere, but the economy of many 
industries is likely to be put to a severe test 
by the continuing spiral of rising costs. This 
may well lead to increasing demands on the 
capital market, but viewed as a long-term 
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factor is a less encouraging sign. Selectivity 
in investments, therefore, assumes ever- 
incre2sing importance. Income from our in- 
vestments has so far been well mainta:ned. 

Finally, it is my duty and pleasure to 
express our sincere thanks to all our staff 
for their loyal service for the past year. 





SOBRANIE LIMITED 
VALUE OF PRODUCTS 


The twelfth annual general meeting of 
Sobranie Limited was held on November 10th 
in London, Mr Isaiah Redstone (chairman 
and managing director) presiding. 

The following is an extract from his cir- 
culated speech: 

The consolidated profit for the year of the 
company and its subsidiary is over £134,000. 
This result must be regarded not only as a 
tribute to the company’s trading, but as a 
very remarkable acknowledgment by the 
public of the value of its products. 

The profits earned by the company this 
year may prompt the thought that the share- 
holders should participate to an increased 
extent. I regret very much that your directors 
are unable to recommend any increase. I am 
sure that it js better that, for the present, we 
should continue this policy of placing into 
the company’s reserves and ploughing back 
to its use as much profit as can be spared. 

Our subsidiary company has had a 
thoroughly satisfactory year and has more 
than confirmed our original confidence in 
this investment. 

We are continuing the policy of increasing 
and improving the company’s machinery, 
and during the past year we have made im- 
portant additions. 

The sales policy of the company remains 
unaltered, namely, to stimulate public taste 
for the best cigarettes, and to exploit every 
possible market available. We have not 
neglected our export trade and with freer 
markets our products would enjoy a very 
great demand throughout the world. 

We should always remember that there is 
probably no trade more susceptible to 
economic fluctuations beyond its control and 
every word of confidence one utters must be 
qualified by the cautionary reflection. 

The report was adopted. 
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NOTICES 


UNIVERSITY OF NATAL 


h ARTINS (DYERS & CLEANERS), LTD., of Apperley Bridge, 
near Bradford, invite applications for the position of Personnel 


DURBAN, SOUTH AFRICA | Officer. Commencing salary offered from £450-£600, according to 


Applications are invited for the post of Lecturer in Accounting, 
Salary scale—(Men) £550 x £25—£725. In addition, a cost-of-living 
jlowance, at present amounting to £208 for a married person and 
it3 4s. for a single person, is payable. The initial salary will be 
determined by qualifications and experience. RM 
Further particulars and information as to the method of application 
may be obtained from the Secretary, Association of Universities of 
the British Commonwealth, 5, Gordon Square, London, W.C.1. 
a closing date for the receipt of applications is December 31, 
250. 

YJACANCY EXISTS in the Board of Trade for a Research Officer 

to serve at Reading or other provincial centre. London salary 

range, £900-£1,220 a year (men); £800-£1,050 (women), starting pay 
according to age, experience and qualifications, with smal! reduction 
for a provincial post. Appointment is in a temporary capacity, but 
there is superannuation provision under F.S.S.U. Candidates must 
have a University Degree in Economics, Statistics or kindred subject 
with at least Second-Class Honours or equivalent, and a general 
background of knowledge and research experience in distribution of 
population, trade and Mdustry, communications and services, natural 
resources, ete.—Applications, giving age, particulars of experience 
and qualifications and posts held, including dates, should be 
addressed to the London Appointments Officer, 1-6, Tavistock Square, 
London, W.C.1, quoting IN 515, within 14 days of the appearance 
of this advertisement, 





}PENANCIAL COMPTROLLER required by leading manufacturer 
of toilet preparations in the London area. The successful 
applicant will preferably, but not necessarily, have professional 
Accounting qualifications, but must have had considerable experience 
'n budgeting sales, costs and profits. He will be required to 
advise the Managing Director on all aspects of the Company's 
finances, overheads, distribution coSts, etc. The position is an 
‘portant one in a large and expanding Company, and the right 
an should find a seat on the Board in due _course.—Write, giving 
full details of experience, education, age, to Box No. 529. 











ECoNoMists, January, 1948, to December, 1949, with indexes 
4 (January to June, 1948. bound),—Offers, Box 526. 





qualifications and ability. Applicants must possess Diploma in 
Social Studies or equivalent or higher qualifications, and must have 
had two years’ post-graduate experjence of work in this field or 
similar.—Write, stating age, and full details of education, qualifica- 
tions and experience, to Personnel Manager. 


YHE TRADES UNION CONGRESS invites applications for the post 
of Assistant in its Research and Economic Department. Sound 
knowledge of economics and related subjects essential.—Further 
particulars of the appointment may be obtained before December 9, 
1950, from Sir Vincent Tewson, C.B.E., M.C., Trades Union Congress, 
Transport House, Smith Square, London, S.W.1. 


VHARTERED ACCOUNTANT and Management Consultant (public 

/ school and Oxford) seeks change. Specialist subjects : Standard 
costing, financial and budgetary control, mechanisation and 
administrative methods. Intensely interested in Personnel Manage- 
ment, at its finest, and in the Higher Management movement.— 
Box 524. 


ENERAL MANAGER required to take charge of the hire purchase 

collection department of a large multiple shop Company with 
branches throughout the U.K. Comprehensive knowledge of hire 
purchase business generally and ability to_choose and control staff 
essential. Commencing salary, £1,500 p.a.—Box 522, 


\ ANCHESTER MERCHANT CONVERTORS handling piece goods 

and yarns require General Manager with seat on the board. 
Remuneration to be discussed, but should not be under £3,006 per 
annum. Replies will be handled by the Chairman only and dealt 
with in strictest confidence.—Reply, Box 528. 

YCOTTISH TEXTILE FIRM, selling to retail, require Manager to 
) administer and integrate several speciality departments, Appli- 
cant should have thorough knowledge of modern merchandising. He 
will be required to stimulate the esi n and production of a wide 
range of quality goods, but not to sell. : : 

The position provides interesting work, opportunity, and satisfac- 
tory remuneration. Present staff are aware of this advertisement 
and all applications will be treated confidentially.—Box 525, 
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Statistical Summary 


CHANGES IN DEBT £ thousand 


EXCHEQUER RETURNS 











Receipts nage Cert = 
} or the week ended November 11, 1950, total ordinary — Bills .... 11,657 | Nat. Savings Certs. 
revenue was £59,303,000, against ordinary expenditure of 3 b Pwr Stock, 24% Def. Bonds. . 7 
é 52, 056,000, and issues to sinking funds £470,000. Thus, .e+see++ 1,000 | 3% Def. Bonds. . 41 
including sinking fund allocations of £11,171,000 the | Tax Reserve Certs. 1,181 Treasury Deposits. 30,000 
surplus accrued since April Ist is £96,406,000 compared | | Other Debt : 
wit £19,852,000 for the corresponding period a year ago. | joe gains 43 
ORDINARY AND SELF-BALANCING REVENUE y+ Exceed be ees 21,475 
AND EXPENDITURE 
Receipts into the 35,356 31,400 
Exchequer 
on ae FLOATING DEBT 
il 1, April Week Ended : 
Revenue seek =. T950 —— cs (£ million) 
to | to Nov. | Nov. 
INov.12,,.Nov.11} 12, ll, 
ooo | 1949 | 1950 | 1949 | 1950 
ORDINARY | 
REVENUE | 
Income Tax...... rer 00) 457, 763, 448,896] 6,753, 6,594 
SEP-$0R 00. 0ces 120,000, 40,200 41,200 900, 1,400 
Estate, ete., Duties | 195, 000] 117,700 111,750} 3,700 3,100 
PING. csconucun 50, 000 31,100, 31,100 800; 800 
Profits Tax . 270,000 167,160, eK ue 4,400 
FE. P. Bs > ’ U ’ ned be 2) . . 
Other Inland Rev. 0 80! 60 | Aug. 14 3140-0) 1956-0 


SpecialContributn.| 4,500) 15,400, 3,380, 300, 80 ” a 3140-0) 1921-2 


Total Inland Rev. 2028000] 856,603, 807,706] 19,333, 16,174 













Sept. 2 3120-0} 1897-8 : ob 
Customs......... 870,650] 499,655] 546,020] 22,053) 22,855 |” 54) 3120"0) T8RR-2) tay ot a6 
SECIS ..ccnsecces | 713,1 J 454,800 456,60 U 12,100, 16,269 “ % 3130-0) 1869-6 5905-9 
Total Customs and} | «sl = wtS-9 GeSi-9 

oe ee 1583800] 954,455, 1002620) 54,1 39,124 | Oot 5950-3 
Motor Duties.....| 56,000) 12,336 13,089 208) 119] ” os 
Surplus War Stores | 35, 000, 64,906 26,016) 169 885 » 6268-0 
Su rplus Lomew i ro = 

from T rading...| 85,000 , ITH one ove ; L 
P.O.(NetReceipts)| .. |... | 3400 . | 2300 | Nov. S553) on 5992-0 
Wireless Licences.! 13,000, 5,940; 6,00 


Sundry Receipts..| 27,000] 11,697| 19,214 ... | 42 
Miscell. Receipts} | 
(in. Crown Lands) | 70,000, 47 om“ 56,0 ne |_ ss 


Total Ord. Rev.. . 13897800 1967435 1965088 54, 117) 59,303 


oo ral 


Sectr-BaLaNncinG 
073002: 2072254 59, 223) 61,779 


a TREASURY BILLS 
(£ million) 





Post Office....... \172,1 G 98, a 101,100, 4,500 
Income Tax on} 
E.P.T. Refunds.| 5,700 ase 6,06 


b= phe ee Ole 14075650 










































5-82 
the 
to meet payments 3°32 73 
_____sC¥ thousand) — a co " 
— ~ 1, April 1) Week “Ended 
. Hg ee 240-0 | 333-5 | 240-0] 10 2-90 62 
to ov. | Nov. » 81 240-0 | 313-4 | 240-0] 10 3-22 70 
Nov. 12,|Nov.1 Xz 11, » 15] 250-0 | 294-4] 250-0} 10 3-45 81 
1949 | 1950 | 1949 | 1950 wy 221 240-0 | 310-2} 240-0} 10 5-21 Ro 
» 29} 240-0 | 307-0 | 240-0] 10 3-23 72 
Oct. 6] 250-0 | 312-3 | 250-0] 10 3-23 14 
» 13] 260-0 | 319-4 {| 260-0] 10 3-25 16 
ote » 20] 250-0 | 332-3 | 250-0] 10 2-94 66 
sis a 21,621) 21,414 o SE] OO | S| 2-0] 2 | 
eal Nov. 3] 250-0 | 347-7 | 250-0] 10 2-70 60 
SETTING 2095's | |. 101 250-0 | 318-4 | 250-01 10 31-7 72 
Total ....-.-+++. | 756 | On November 10th applications for 91 da 
es : y bills to be 
Supply Services . 51,300 Sars November 13th to 18th were accepted dated 
\ g 52,056 y to Sat y as to about 72 per cent. of the amount 
a: eee pone 40287 —_ applied for at £99 17s. 5d., and applications at higher 





were accepted in full. Treasury Bills to a maximum 
ee 2 ae Self-' 


Expd.)....| |34550691947583 186868 33.258 





52,526 For the week ending November 18th the ee will be 
asked for Treasury deposits to a maximum of £45 million 
Seir-BaLaNciInGc at 154 days. 
Post Office....... 17 2,200 
Income Tax on 


NATIONAL SAVINGS 
(£ thousand) 
° 
_ Week Ended [apr ito 
Nov. 5, | Nov. 4, Nov. 4, 
1949 | 1950 1950 


E.P.T. Refunds. | 






After decreasing Exchequer balances “ 7343,307 to 


£2,968,299, the other operations tions for the week increased the 
gross National Debt by £3,955,649 to £26,585 million. 













NET RECEIPTS ) vings C 
Land Settlement (Facilities) Acts, 1919 and 1921.. 9 Raven s. Leembese anivaoy 
Housing (Temporary Accommodation) Act, 1944.. 4,532 epayments .......+.++. 


541 Net Savings 





NET ISSUES (£ thousand) re oe 
P.O one Sow (Money) Act, 1948 .......... 360 a BeteAS Saas 
E. PT; ees ine kak Chae ho R ECA K OC Soeeee 339 Repayments eS eran oc 
Export Guarantees Act,,1949, s. (2) ............ 35 
Housing (Scotland) Act, 1944, s. 4(2) and Housing p Net Savi Jo eB 
(Ff ie Provisions) ( ), Act 1946, 3 P.O = a “Trusiee Savings 
Ge: MALO a + oo bain bm catered bn Saeed + sas bX 
Local Authorities Loans Act, se B. HA)... 0205 4,800 ha oon Sy Sar erie ots Waleed 13,201 | 13,019 875 
New Towns Act, 1006, s. URIS)... . 00s <be6- cece 556 Repayments ............ 12,413 | | "yon ais ses 
“om anienions Buying) : Act, Act. ioe eet 5,000 
Iverseas Resources elopment Act Ss A 
Colonial Development .vvsss--es-s+s0ecrsers+ nf Rabievaateartste ode hcresanenoeas 7a | hat silane 
de oe ey ee! SS Peas pee SEreEee 48 rings 
— en Act, 1946's, 2(1) ees See metas s \Dr . Dr? 1, ee 
ar Damage ar Damage Commission. ..... crued 
Finance Acts, 1946 and 1947; Postwar Credits 296 Enterest accrued ........... 4 706 


Change in total remaining 
invested 
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| BANK OF ENGLAND 
| RETURNS 


November 15, 1950 
ISSUE DEPARTMENT 


Notes Issued:- £ 


le 
InCirculation 1279,959, 019 Ou 
In Bankg. De- her 
partment ., 


f 
t. Debt... 11,0151 
Govt. =e 


Securities ene 2 Q 
70,397,804 | Other Secs. 72 oh2740%8 


a 693.7 
! Coin (other i 











than gold).. 4 

Amt. of Fid—— me 
i a 1350, 009,99 
Geld Cie x 

Bullion (at 

248s. per oz. 
eed es... 356,323 
1350,356,823 1350, 355,825 

BANKING DEPARTMENT 

£ 
Capital Rvesatd 14,553,000 Govt. Secs... 5591041 
t... 2.2 os ‘ ther Secs.:- 61, 
Public Depsi- 283,804,118 | Discounisand 
Public Accts.* 17,389,996 | Advances... 33,970,129 
H.M. Treas. Securities... 27,395,353 
Special Acet. 266,414,122 
Other Deps.:- 392,238,282 | 

Bankers. .... 305,782,001 | Notes........ 70,397,804 
Other Accts... 86,456,281 | Coin......... 2,239,818 
693,944,450 | 693,944,450 


* Includin Exchequer, Savings Banks, Commission 
of National Debt Dividend Sheeeauen _— 
COMPARATIVE ANALYSIS 


million) 






ssue Dept. : | 
Notes in circulation..... [1259-6{1275-5 1278-3.1230-0 
Notes in banking depart- 


RE bo ivicnccccviseu 74-9 72-0 10-4 
Government debt and 

securities* ..... wanna ae 91345-2 1345-2 1345-3 
Other securities....... as 0-8 0 Tf 
Gold and Coin........ ee 


04 44 #44 34 
248/0, 248/0 248/ ; 


| 

ts :— i 
_ blic Accounts ........ walk te : es 
Special Account L , . 
eateat ann. ann aaileel “e 266°4, 266°4 266-4 
Others..... Se cade ieee § 304-9 308-4 305:8 
MOEN ss TaccconTacces ote 90-2) «86-7 85-5 
Securities :-— 674-6 676-8 676-1 

* Gor BS UA 
Discounts, etc........... d 555-3, 558-1! 559-9 
nD Sddceebers os eres 32-2) 30-6 34-0 
Todet.. A vied A. de voe 27-7 31-6 4 
ing dept. res......... 615-2 620°3, 621:9 
Serting, fom: mm 77:2 14-3 726 
“ ° ” o/ i of | Y, 
Proportion” .......... s {3.4 og 16-7 
* Government debt is £11,015,100, capital £14,555,00°. 
Fiduciary issue raised £ 1,300 million to £1,350 


million on June 27, 1950. 


“Tue Economist” INDEX OF WHOLESALE 
PRICES tine 


| ee 

Oyo’ | 1950” | 1950.” 
Olen iss seees | dees | 362-5 | 1686 
“Tem... coccccec 200-2 | 282-5 | 232-2 
Minerals..............- 275-7 310-8 315-4 
Miscellaneous ......... * | y5a-2 | 18t-7 | 2184-0 








GOLD AND SILVER 


8 official buying price for gold 
fine ounce on 


ice to authorised 
dealers from 75s. Od. to 252s. Od. per fine ounce. Spot 









London Inew York Bombay 
ounce per ounce pet 100 tola 








I> 


a ae eee aim | 








1959 


1,44) 
5,587 


},129 


1,253 


304 
818 


45 
hers 
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JHE ECONOMIST, November 18, 1950 


NOTICES 


UNIVERSITY OF OXFORD 


{CULTURAL ECONOMICS RESEARCH INSTITUTE, 
AGRICUL PARKS ROAD, OXFORD 
plication is invited for an appointment as University Demon- 
Applic market research and analysis. Stipend on University 
fie, according to qualifications, age and experience, Maximum 
stipend for University Demonstrators, £1,200. Particulars from the 
Secretary. a 


THE UNIVERSITY COLLEGE OF EAST AFRICA 


Applications are invited for the appointment of Head of the 
Department of Social Studies. ; 

The person appointed will be responsible for the planning and 
establishment of the Department. The salary and status will depend 
ypon the qualifications and experience of the person appointed, but 
may be @ Readership (£1,100 x 50—£1,300 p.a.), or a Professorship 
(£1,320 x 5041490 pa.) F.S.S.U. Child allowance, £50 p.a. per child 
(maximum £150). Partly furnished quarters at not more than 10 per 
cent of salary. ree passages (including families) on appointment, 
termination and leave (three months every two years), ; ; 

Applications (six copies), giving full particulars of qualifications 
and experience and the names of three referees, should be sent to 
the Secretary, Inter-University Council for Higher Education in the 
Colonies, 1, Gordon Square, London, W.C.1, from whom further 
particulars may be obtained. Closing date, November 30, 1950. 


HIS MAJESTY’S COLONIAL SERVICE 
NIGERIA 


Woman Nutrition Officer required to investigate and advise upon 
nutrition problems. Post is permanent and pensionable. Salary 
ecale, including pensionable expatriation allowance, £660-£1,300. Free 
passages on appointment and leave. Generous home leave with full 
a, . anies tax at local rates much lower than in United 
Kingdom. 

Candidates should preferably be University graduates and must 
hold a Diploma in Dietetics. 

Further particulars and application forms obtainable on written 
request to Director of Recruitment (Colonial Service), Sanctuary 
Buildings, Great Smith Street, London, S.W.1, quoting reference 
27321/4, 


] IRECTOR OF MANUFACTURING COMPANY, highly skilled 
sales management and admin., home and export, earning £2,500 
= a. seeks change with greater scope. Any trade considered. 
—Box 9521, 


YOMPTROLLER WANTED for large Group of Engineering Com- 
panies. Speeento must possess wide experience of quantity 
production methods and administrative techniques. Also first-class 
cost and financial accounting qualifications, This requires a com- 
bination of engineering and accounting experience with a vigorous 
clear-headed and effective personality. Appointment based on Head 
Office, London, but frequent visits to Provincial Branches necessary, 
Medical examination required. Age, 35-50, Staff pension fund, 
Starting salary, £2,000-£2,500.—Write, with full data and in confidence, 
to Box E.269, at 191, Gresham House, E.C.2. 











\CCOUNTANT REQUIRED for small International Company, 
44 Mayfair, London. Qualified man preferred. Knowledge of 
languages an advantage.—Please apply Box 518. 








NFORMATION BULLETINS, Journals of Societies or Institutions : 
Consultant editor and designer will undertake presentation, lay- 
out and finalisation of text for printer. Moderate fees. Enquiries 


invited from Embassies, literary, social and industrial bodies.— 
Box 519. 





DON’T TELL A SOUL... 


until you've seen for yourself the continental gaiety of Jersey at 
Christmas time. It’s Britain’s own sterling area resort, where there 
is every comfort at reasonable cost.—Brochures from Box No. 69, 


awe INFORMATION BUREAU, Jersey, C.I., or any Travel 
gent. 


AST AFRICAN MARKETS.—Firms wishing to initiate or expand 

the sales of their products in East Africa should communicate 
with the London head office of a British company with engineering 
background well established in these territories.—Box 516. 
7s CIVIL SERVICE COMMISSIONERS give notice that the 

closing date for the receipt of comenetes application forms for 
the Normal Open Competitions of 1951 for the Administrative Class 
of the Home Civil Service (Method II), Special Departmental Classes 
(Method II), Senior Branch of the Foreign Service, and Government 
Communications Headquarters has been extended to November 30, 





H's# TIME you tried the S. F. GRILL & CAFE, 6, Denman Street, 
Piccadilly Circus (25 years old), The Fried Chicken Plate—the 
Sandwiches—the Lemon Meringue Pie and lots of other good things 
to eat for lunch, tea and before ‘“‘ The Show.’’ No service charge. 


SYCHOLOGIST (female) required for Personnel Department of 
engineering organisation at London Headquarters. A Degree, 
including Psychology and Statistics, is essential, and some industrial 
experience desirable. Age 24-34.—Write details training, experience 
and salary expected, to Box 530. 
DISPERSE defence production, Leading firm South African Coach- 
builders, trimmers and sheet metal engineers solicits enquiries, 
Write: ABC89, Box 9, CAPE TOWN. ese ee 
OMPUTING and statistical help by experts. Data of all types 
analysed, with statistica! tests if required. LAN. 1187. 











FOR Sale.“ Economist,” January, 1947 to date, complete with 
pateae: *‘ Monthly Digest of Statistics,’ 1947-9 complete. Offers 


——— 





YOUNG WOMAN, Honours B.Sc.(Econ.), admin. and wide economic 
and market research experience, flu@ént French, German, organis- 
fe post. Willing travel.—Box 520, 


ing ability, seeks responsib 
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HIS MAJESTY’S COLONIAL SERVICE 


Vacancies will shortly exist in both Trinidad and British Guiana 
for an Economic Adviser, Duties will be to advise the respective 
Governments on economic policy, with special emphasis on com- 
mercial, industrial and developmental aspects, and to undertake 
administrative and committee work as may be required. The func- 
tions of both posts will involve close collaboration with the Financial 
Secretary, and in the case of the British Guiana post will include 
those of Development Commissioner, who will be responsible for the 
planning of development schemes and the overall supervision of 
their execution, 

Candidates should possess, in addition to academic qualifications, 
Such as a First- or Second-Class Honours Degree, preferably in 
Economics, commercial and industrial experience in responsible 
administrative positions. 

For the Trinidad post the salary is £1,875 per annum for appointe 
ment on agreement for three years, or £1,700 per annum for a per- 
manent and pensionable appointment on two years’ probation. The 
salary of the British Guiana post is £1,600 per annum for a permanent 
and pensionable appointment on two years’ probation. Pensionable 
terms could not be offered to candidates over the age of 45. 

Intending applicants should submit brief particulars of age, qualifi- 
cations and experience, to the Director of Recruitment, Colonial 
Office, Sanctuary Buildings, Great Smith Street, S.W.1. 


BRADFORD EDUCATION COMMITTEE 
TECHNICAL COLLEGE, BRADFORD 

Applications are invited for appointment as Senior Assistant in the 
College, to give general assistance to the Principal, He should, 
preferably, have high qualifications in Economics. 

The salary, including allowances, may range from £700 to £905 
per annum, according to the Burnham Scale. 

Further particulars of the appointment and forms of application 
may be obtained from the Director of Education, Town Hall, Brad- 
ford, and completed forms should be returned to the Principal of 


= College as soon as possible-—A. SPALDING, Director of Educa- 
ion. 


CROWN AGENTS FOR THE COLONIES 


Marketing Officer required by the Government of Nigeria for the 
Department of Marketing and Exports, for one tour of 18 to 24 months 
with prospect of permanency. Salary according to qualifications and 
experience in scale £711 rising to £1,290 a year including allowances, 
Outfit allowance £60. Free passages for officer and wife and allowance 
towards cost of children’s passages. Liberal leave on full salary. 
Candidates, under 45, should have had a good general education 
preferably with a University degree in Commerce or Economics. 
yr of the produce trade, a knowledge of general conditions 
in West Africa or familiarity with Government aoe an advan- 
tage. Apply at once by letter, stating age, full names in block 
letters, and full particulars of qualifications and experience, and 
mentioning this paper. to the Crown Agents for the Colonies, 4, Mill- 
bank, London, S.W.1, quoting M/N/25588(3C) on both letter and 
envelope. Tle Crown Agents cannot undertake to acknowledge all 
applications and will communicate only with applicants selected for 
further consideration. 


47 ALBEMARLE STREET 


“A suite of exceptionally light offices’’ was how the Estate 
Agents described them and we found them so to be. Our friends 
are welcome at this new address, where we are able to give even 
better service to our growing clientele. Our telephone numbers 
remain the same, Regent 0901/2. 

ROBERT BRANDON & PARTNERS, LTD., 
Advertising and Public Relations, 
47, Albemarle Street, London, W.1. 


N_ interesting administrative appointment connected with 

PERSONNEL Is about to be made by a firm with wide industrial 
interests. A degree and experience of industry are desirable, but 
a record of progressive responsibility is essential. The appointment 
is pensionable and carries a four figure commencing salary. Applica- 
tions, giving fullest details of qualifications and experience, wil] 
be considered from candidates aged 40 to 45 years and should be 
sent in confidence to Box 511. 


EADING NATIONAL BUILDING CONTRACTORS have vacancy 

4 in their London office for articled pupil to be trained during four 
years in main aspects of building administration, oe costing 
buying and surveying. Sere should have had goo general 
education (public school preferred), and should be between 164 and 
184 years of age. and just left school. Training ranks for deferment 
of National Service. Salary (increasing annually) will be paid, 
Staff canteen. Young man who has just completed National Service 
and who has the other requirements would be considered.—Write, 
Box L.N.B., c/o Dixons, 1-9, Hills Place, Oxford Street, W.1. 








\ ONSANTO CHEMICALS LIMITED require Sales Trainees in 
4 the age group 21/26, of good general education. Some com- 
mercial experience an advantage and knowledge of Export practice 
desirable.—Apply, by letter only, giving full details of age, educa- 
tion. and experience to Chief Personnel Officer, Monsanto Chemicals 
Limited, 8, Waterloo Place, London, S.W.1. 





YRWICK, ORR & PARTNERS seek additional staff for the 

) Accountancy and Administrative Division of their professional 
work as Consulting Specialists in Organisation and Management. 
Applicants must satisfy the following requirements :— 

1. Professional qualification in Accountancy. 

2. Some years’ responsible executive experience in senior industrial 
appointments. 3 

3. Knowledge and experience of modern techniques of Cost Control. 

4. Sound general education and wide interest in contemporary 
affairs. 

Successful candidates will be trained as Management Consultants 
at the Company’s own Training Centre.—Applications should be 
addressed in writing to the Company's Offices, at 7, Park Lane, Lon- 
don, W.1, quoting Reference : C/1047. 


N AN (53), comprehensive commercial experience, Econ,, Stats., 
Costing background, specialised exhibitions. Europ. Langs., incl, 
Seand, excl. Slav., at pres. in interesting executive psn., wishes to 
change to appt., preference Market. Industrial Research, where 
knowledge fully employed, Gr. Brit. or Canada.—Box 517. 





FIRST-HAND INFORMATION 


The Canadian Bank of Commerce, 

London, is at your service to supply 

first-hand information on Canada— 

trade and industrial opportunities— 

market data—and records on current 
| conditions. 


ENQUIRIES CORDIALLY INVITED 


THE CANADIAN BANK 
OF COMMERCE 


(Incorporated in Canada in 1867 with Limited Liability) 


2, LOMBARD STREET, LONDON, E.C.3 
HEAD OFFICE: TORONTO, CANADA 


DEN NORSKE CREDITBANK 


Establishes 185/ 
OBI a 


OSLO, 
NORWAY 


Branches : Arendal, Brumunddal, Flisa, Grimstad, Kongsvinger, 
Larvik, Lillesand, Mandal, Porsgrunn, Risor, Skarnes, Tonsberg. 
Every Description of Banking Business transacted 
Correspondence invited 


Telegraphic Address: “ Creditbank " : “42 18 20 Oslo” 


NORANDA MINES LIMITED 


DIVIDEND NOTICE 
Notice is hereby given that an interim dividend of One Dolla: 
— per share, payable in Canadian funds, has been 
by the Directors of Noranda Mines Limited, payable 
December 15, 1950, to shareholders of record at the close 
of business November 15, 1950. 
Toronto, By Order of the Board, 
November 8, 1950. J. R. BRADFIELD, Secretary. 





AN IMPORTANT GROUP of companies require a Commercial 
+X Manager, who must be an experienced business man between 
35 and 45, accustomed to administration and marketing. The post 
involves the supervision of activities of a number of factories in one 
of the Dominions and responsibility for their exploitation from the 
commercial point of view. The factory managers are production 
experts in their cular trades and specialist knowledge of facto 
management, an as processes is not essential, althoug 
general experience in this fleld is necessary. After initial employ- 
ment in the United Kingdom the man appointed would be required 
to spend three years in one of the Dominions, and renewal of contract 
would depend on satisfactory service.—Write in_confidence, giving 
age, particulars of education and experience, to Box 523. 


role B.Sc.E CON. 


Tuition for 


The London University B.Sc. Econ. Degree ss a valuable qualification tor statistical, 
research, and weliare work in commerce and industry, and ing or administrative 
posts under Education ete. The degree is open to ali without University 
residence. any Seer ae three examinations at home under the experienced 
— Wolsey Hall (est. 1894) : fees are reasonable, and may be paid by instalinents, 






Stadee Dope ee % WOLSEY HALL, OXFORD 


o 


= si‘ 
at 22, Ryder Street, St. James’s, London, S.W.1. U.S. Representative : 
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Information about 
AUSTRALIA.... 


From over 400 Branches throughout Australia 


information is collated relating to the above and 
many other subjects in the interests of British 
trade. You are invited to make use of this 
informatory service. 


The English, Scottish & Australian Bank, Limited 
5, Gracechurch Street, Leadon, E.C.3. 





6. W. BLYDENSTEIN & CO. 


Established 1858 


BANKERS 





We specialise in all financial transactions with 


The Netherlands 


54, 55 & 56, Threadneedle Street, London, €£.C.2 





AVELING-BARFORD, LIMITED 


At a Meeting of the Board of Directors held on Tuesday, November 
7th, the following Resolutions were, passed: 

(1) That Dividends be paid on Januayy 1, 1951. on the £250, 
53 per cent Cumulative Preference Stock at the rate of 5) per cent 

r annum for the six months from July 1, 1950, to December 31. 
950, and that the 53 per cent- Cumulative Preference Stock Transfer 
Books of the Company be closed from December 9 to December 23, 
1950, both days inclusive. 

(2) That Dividends be paid on January 1, 1951, on the £500.00 
5 per cent Second Cumulative Preference Stock at the rate of 5 per 
cent per annum for the: pe from July 1, 1950, to December 31, 
1950 and that the 5 per cent Second Cumulative Preference-Stock 
Transfer Books of the Company be closed from December’? to 
December 23. 1950, both cays inclusive. 

By Order of the Board, 


H. C. RYAN, Secretary. 
Grantham, November 7, 1950. 


THE BOND STREET STAMP AUCTIONS | 


The H. R. Harmer Saleroom is the Mecca of all serious Philatelists. 
The au tioneers of the ** Hind” and “ Roosevelt " Collections invite 
you to contact them if you have fine stamps or Collections for dis- 
posal. If you wish to buy, write for Catalogue subscription blank. 
Airmail editions of Ca es are available six to seven weeks in 
advance of Sales. To ali serious Philatelists, the H. R. Harmer 
Service is indispensable, 

H. R. HARMER, LTD., 39-42, New Bond Street, London, W.L 
Tel. No.: MAY. 0218. Cables: ‘‘ Phistamsel London. 


SE . 


NATIONAL COAL BOARD — 


Applications are invited for the post of Assistant Marketing 
Officer in the Market Intelligence and Planning Section of the 
Marketing Department at Headquarters. The post carries 4 — 
(male) of £ x £25 to £750, plus location allowance of £42 at the 
minimum and £54 at the maximum of the scale, and (female) of se 
£20 to £600, plus location allowance of £34 at the minimum and t® 
at the maximum of the scale. da 

Essential qualifications are a wide statistical experience an ics 
general knowledge of the coal industry, Training in econom! 
would be an advantage. 7 der) 

Apply in writing, vies fa particulars (in chronological as 
of age, education, qualifications and experience (with dates) ti 
National Coal Board, Establishments (Personnel), Hobart io i 
Grosvenor Place, London, S.W.1, marking envelope TT /268. one 
— should NOT be forwarded. Closing date, November © 











ANAGEMENT AND INDUSTRIAL CONSULTING.—Production: 
Engineering, Ltd., invite applications from qualified ae and 
and Chartered Accountants. preferably with University Degre® day 
with a real interest in the problems facing management itiative 
There are exceptional. openings for first-class men with in should 
requiring permanent posts in this type of work. Engineers, good 
have served an apprenticeship and should also have ha ‘Account: 
practical experience and an executive position in industry. Anancial 
tants should have experience of modern developments, in fnvrte 
control and its application in industrial manage t. After re on 
there is a four-figure starting salary as well as Life og er .— 
Superannuation Schemes, Applicants should be Between ti ns and 
Write, giving age and full details of education, qualifications oor 
sameeneee ¢ o Production-Engineering, Ltd., 28, Bruton 8 
ndon, rs ; : 
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